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INTRODUCTION 
A g r i c u l t u r e i s t h e o l d e s t occupat ion i n t h e world, and 
i t i s an immemorial and t r a d i t i o n a l way of l i f e . A g r i c u l t u r e 
i s a u n i v e r s a l ana bas ic occupa t ion . In s p i t e of r ap id i ndus -
t r i a l i s a t i o n i n d i f f e r e n t p a r t s of t h e world, s i n c e the I n d u s -
t r i a l r e v o l u t i o n , a g r i c u l t u r e has con t inued t o be t h e l ead ing 
occupa t ion of mankind, and I t i s s t i l l dominat ing t h e l i f e of 
n e a r l y two t h i r d s of t h e human r a c e , 
I n d i a i s e s s e n t i a l l y Rural I n d i a and Rural I nd i a i s 
v i r t u a l l y t h e c u l t i v a t o r . A g r i c u l t u r e i n I n d i a accounts fo r 
a l m o s t h a l f of t h e n a t i o n a l income and more rhan two t h i r d of 
t h e p o p u l a t i o n d e r i v e t h e i r income d i r e c t l y or i n d i r e c t l y frcm 
t h e c u l t i v a t i o n of l and . The c u l t i v a t o r ' s main sources of 
inccxne a r e t h e p r i c e s which they ge t , f o r t h e i r p r o t u c e . P r i c e 
p l a y s a very prominent p a r t i n ag r i cu l t v i r e . There a r e peaks 
and v o l l e y s i n a g r i c u l t u r a l p r o d u c t i o n . I n many c o u n t r i e s and 
many c rops no two years a re a l i k e . A g r i c u l t u r e in Ind ia i s 
n o t only a ganble on monsoons b u t a l s o on p r i c e s , wfde f l u c t -
u a t i o n s i n p r i c e s v i o l e n t l y shake t h e irural economy and have 
f a r r e a c h i n g ccsisequences on bus ines s p r o s p e c t s and genera l 
l e v e l of employment and income i n tke economy. So a s tudy of 
t h e s t r u c t u r e and behaviour of p r i c e s of farm produc ts i s of 
paramount importance with a view t o f ind ing ou t t he ways and 
means fo r boos t ing t h e i r p r o d u c t i o n . 
A number of r e s e a r c h e r s have analysed t h e behaviour of 
a g r i c u l t u r a l p r i c e s and c a u s a l f a c t o r s . The i n t e r e s t of 
r e s e a r c h workers i s mainly in t h r e e i s s u e s : 
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(1) Fluctuations in ag r i cu l tu ra l p r i ce s ; 
(.11) Factors responsible for changing agr i cu l tu ra l p r ices ; 
( i l l ) Long and sho r t term tren«ls in terms of t rade of 
a g r i c u l t u r e . 
I t wi l l be very useful t o have a review of some s tudies r e l a t -
ing these I s sues , 
WilaJcantha Ratk and V.S, Satyaprlga^ inves t iga ted i n t o xhe 
sea sona l i t y of Jowar p r i c e s , for the period 1951-52 to 1956-57 
in seven markets i n tke s t a t e s of Maharashtra and Mysore. 
Their conclusion i s t ha t seascmal p r i ce indices computed by 
the 12 month moving average method did not reveal any c l e a r l y 
Iden t i f i ab le p e r s i s t e n t seasonal pa t t e rn . Tney further found 
t h a t Seas nal r i s e i n pr ices i n excess of s torage c c s t was as 
frequent as p r i ces equal t o or l e ss than the s torage cos t . 
Inves t iga t ing i n t o the seasonal f luctuat ions in r i c e pr ices 
2 for the period 19 53 t o 19 58 K. Krishnamurty observed, on the 
bas is of data for five centres located i n four s t a t e s , tha t 
t h e Seasonal f lvctuat ions were r e l a t i v e l y higher in the primairy 
markets than in secondary markets and seasonal f luctuat ions were 
wider in northern s t a t e s l i k e U.P. , Bihar, West Bengal than 
those i n A.P., Madras or Madhya Pradesh. He a l so found t h a t in 
Madras and A.P. there were two seasonal peaks, whereas in other 
s t a t e s there was one seasonal peak. 
1. Rath, Hilakantha and V.S, Satyapriya, "Seasonal Movement of 
P r i ce of Jowar In Maharashtra and Mysore", Artha Vijnana, 
7(1) March 1965, pp. 54-66. 
2. Krishnamurty, K. "Seasonali ty in vdiolesale pr ices of Rice",f 
Artha Vijnana, "(2) June, 19 60, pp. 97-109. 
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P.V, Jokn^ c o l l e c t e d data r e l a t i n g t o pr ices of a l l 
major v a r i e t i e s of Individual crops witk a view t o study 
s ea sona l i t y in farm pr ices in M.P. for tfae period 19 53-57. 
The crops he se lec ted for hiSt study were rice# Jowar# Wheat, 
gram, groundnut, seasmum, linsee'd, and gur. His findings a re 
t h a t the ranges of var ia t ions for d i f fe ren t v a r i e t i e s of the 
same crop are almost i d e n t i c a l and ranges in seasonal v a r i a t -
ions for d i f fe ren t crops were comparable in magnitude with 
a few exceptljons. P. Kamaladivi inves t iga ted in to the 
s easona l i t y of JOwar Prices in 19 50 and 19 60 in three d i s t r i c -
t s one each from Madras^ Mysore and A. P. Her finding i s t ha t 
the in te r reg iona l d i s p a r i t i e s have tended to narrow down over 
a per iod . This appl ies not only t o the trend but a l so t o the 
Seasonal v a r i a t i o n s . 
5 
Reserve Bank of India had a l so conducted a study 
regarding f luctuat ions in farm prices for the peri£>d 1951-52 
t o 19 64-65. I'he study found tha t there were regular cycles 
of length varying between 16 and 25 months for pr ices of 
indiv idual c rops . I t a l s o found tha t seasonal f luc tua t ions 
were wider for foodgrains than for n<m-foodgrains. For the 
e n t i r e period there was a tendency for seasonal f luctuat ions 
t o gradual ly narrow down, L.C. Gt^jta s tud ies the behaviour 
of maize p r ices in M.P. covering the period 1952 to 19 65. 
3 . John, P. v.. Seasonal Variat ion of Wholesale i^rlces of 
Selec ted Agr icul tura l caiOTOdifcie* in Madhya Pradesh 19 53-57^ 
Agro-Economic Research Centre, Gwalior, 1962. 
4. Kamaladivi, P . , "Prices of JOwar in The ^outnerti zone 
Between 1950 and 1960" Agricul tural s i t ua t i on in India 
16(1) February 1962, 1112-1118. 
5 . R .B . I . , "Seasonal var ia t ions and secu la r Trends in 
wholesale p r i ces 1951-52 - 1964-65", R.B.I . Bullet in , 
19Tie) June 1965, pp. 867-d92. 
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He found tha t major product!can d i s t r i c t s had r e l a t i v e l y narrower 
Seasonal fluctuatic»is compared t o those d i s t r i c t s , where maize 
was an important c rop . Over the Period covered, he did not 
observe e l t n e r a t rend for convergence or d ivergoice , "^e year 
t o year va r ia t ions in the harvest pr ices of maize t«ided t o 
Inc rease . In the three markets t h a t he se lec ted for t h i s study, 
t h e trend in v^olesale pr ices was found t o be uneven. 
7 
M.v. Nadkarni has analysed the ag r i cu l tu ra l pr ices for the 
per iod 1951 to 19 68. He f i t t e d an exponential equation t o the 
da ta to Know the trend. He ca lcu la t ed tne adjusted index number. 
His finding i s t h a t no r e g u l a r i t y i s seen in the fluctuaticais of 
p r i c e s of food. As between d i f f e r en t ccxnmodities a l so , they do 
not have the same p a t t e r n , apar t from the degree, even the 
d i r e c t i o n s do not always coinc ide , Qroadly the pr ices which were 
above the trend in the beginning of the f i r s t plan period are 
seen t o have moved below the trfend by the and of per iod. During 
the Second plan period the degree of f luc tuat ions around the trend 
a re seen to be lower than during the f i r s t and t h i r d p lans , 
Lai Singh s tud ied the t rend and seasonal i ty in ag r i cu l tu ra l 
pr ices for the period 1951-52 t o 1977-78. He f i t t e d a iLinear 
2 
equation to the data t o know the t r end . The R values for a l l 
t he equations are very high, which suggest t h a t t rend ccmpcnent 
of the wholesale p r i ce index s e r i e s i s very important one. As 
for seasona l i ty of pr ices i s concerned, he found, t h a t the extent 
7 . Nadkarni, M.V. Agricxiltural Prices and Development with 
s t a b i l i t y . National Publishing House, Delhi* 1973 
8, Singh L.S . , Agricul tural Price Policy and s t a b i l i z a t i o n 
Measures in India , Capi tal Publishing House,New Delhi, 1983. 
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of Seasonal i ty i s very hxgh in case of r i c e and tne extent of 
s ea sona l i t y in the wholesale p r ice index of v^ieat i s much l e s s 
than r i c e . 
V, S. Vayas and A.K. PariJch stxidied the broad trends and 
f i t ic tuat ions in the v^olesale pr ices of foodgrains, during the 
per iod 19 48-1957. They found t h a t the random var ia t ions were 
l a r g e r during the planning period and pa t te rn of seasonal v a r i a t -
ions around the trend a l so tended to widen a f t e r 19 51,ihey f<:^ ind 
high c o r r e l a t i o n between the pr ices of r i c e and the general 
ilidbx of p r i c e s , and between the p r i ce of wheat and pr ice of 
Jowar, Bajra, IhlngaiB^ya^ analysed the r e l a t i v e s t a b i l i t y of 
a g r i c u l t u r a l and non-agr icu l tura l pr ices4 He found, the former 
more unstable than the l a t t e r . The problon of s t a b i l i t y has been 
s tud ied more comprehensively by N.A. Khan for the period 1918 
to 19 38. He found high c o r r e l a t i o n among pr ices of the cur ren t 
year with t h a t of the previous year in case of cash crops and 
between pr ices of cu r ren t year arid those of the preceding three 
years fear Cereals ' . He a l so fovaid tha t i n s t a b i l i t y in prices of 
cash crops i s higher and equal than in production. In case of 
c e r e a l p r i c e s , i n s t a b i l i t y i s l e s s than tha t of cash crops, and 
production i n s t a b i l i t y i s s t i l l lower. P.V. George^^ s tudied the 
behaviour of ag r i cu l t u r a l and ncn-agr ic iUtural p r ices from 1962 
t o 19 67 and found tha t ag r i cu l tu ra l p r ices in money terms are 
f l e x i b l e both ways. In c o n s t r a s t , p r ices of manufactured goods 
9 . Vayas, V.S. and A.K. Parikh, "An Analysis of Food Price in 
lndia(dur ing 19 48-57)", " Indian Journal of Agricul tural 
Economics, 16(3) July-September 1961, pp. 25.32, 
10. Thingalaya, N.K.^ Agricul ture and i t s Terms of Trade, Ph.D. 
Thesis , Department of Economics, Univers i ty of Bombay, 19 66, 
11. Khan, N.A. Probl©ns of Growth of an mder-develcped Econoiny -
India , Asia Publishing House, Bomoay, 1961. 
12. George, P.V. Price Behaviour in India , Bconomlc Ser ies , 
Bombay Univers i ty Press , Bombay, 1968, 
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a re found t o be f l ex ib le only upward but they a re in f l ex ib le 
dovmward, 
Divat la and Panl s tudied the var ia t ion in c e r e a l pr ices 
for the period 19 51-52 t o 19 66-67, The inves t iga t ion i s based 
on the formulatiai of a l inea r r e l a t i onsh ip between cerea l 
p r i c e s and sane of the major demand aid supply f ac to r s . Eleven 
d i f f e r en t equations are f i t t e d , of vdilch seven l i n e a r in log 
and four are simple l i n e a r equat ions. Their findings are that 
long term e l a s t i c i t y of p r i ce with respec t to supply was negative 
(-2.29) and equal t o the e l a s t i c i t y of pr ice with respect to the 
r ea l income in the non-agr icul tura l s ec to r (2 .82) , Short term 
e l a s t i c i t i e s were almost half of the long term e l a s t i c i t i e s in 
a l l the three cases^ i . e . supply, r ea l income in non-agricultt j-
2 
r a l sector and manetory resources , values of R were above 
0 . 9 4 . The e l a s t i c i t y with respect to l iqu id resources was 
however, much lower. 
M.L, Jhala^* has analysed the pr ice behaviour of edible 
o i l s , using general equliibriunn and p a r t i a l equilibritam approa-
ch for the period 1962 t o 1969. He has concluded tha t va r ia t ions 
In pr ices were l a rge ly due to excess demand, and p a r t i c u l a r l y 
in 1966, the edible o i l p r ices shot up by the 51.1 of which 
15 
as much as 18?6 was accounted for by demand p u l l . AshoX Dar 
13 Divatla , V.V., and P.K. P&ni, "Variations in cerea l p r i ces , 
* 1951-52 to 1966-67; An e33>lanatory model". Economic and 
P o l i t i c a l Weekly, 3(26-29), Ju ly 19' 8, pp. 1013-1029, 
14 Jha l a M.L. "Econunetric Models of Edible Oil Pr ice 
BeSvio; , :" Anveaak, December 1974, Vol. IV, No.2,pp. 189-196. 
15. Dar. AshoK, Domestic Terms of Trade and Econonxc 
DeVeloiLnt of India , r952.53 t o 1964-65 «»-D. The^» . 
DepartJient of Agricul tural Economics, c o m e l l Univers i ty , 
ItYl«2%i U-S.A., 1966. 
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s e t up one equation model in whicn pr ices of foodgrains are 
r e l a t e d t o the d i spa r i ty between demand and supply in the 
previous two years and t o the suK>Iy of money. Supply and 
demand were independently measured, the former on the bas is 
of production and imports and l a t t e r income e l a s t i c i t y . The 
conclusions t h a t emerge from his study are t ha t t i l l 19 58-59 
the gap between demand and supply was the major factor in f lu -
encing p r i c e s . After 19 58-59 in f l a t ionary PresGure had the 
dominant inf luence. On the bas i s of the r e s u l t s of the analys is , 
he concludes that cur ren t foodgrains p r ices a re influenced 
more by the changes in the p r i v a t e stocks than the level of 
cu r r en t production. 
J .R. Rao and K. s . Murty stxjdied the movement of r i c e 
p r i c e s , for the period 19 48-1960, a t th ree d i f f e ren t l eve ls 
( t he farm l e v e l , the wholesale level and the r e t a i l level) with 
t he help of production, a v a i l a b i l i t y and r e a l income of constiners 
They se t up a model of three equations in which th ree variables 
were simultaneously explained. The c u r r o i t harvest prices were 
explained in terms of the previous years r e t a i l p r i ce and pro-
dtiction. The wholesale pr ices were explained by r e t a i l pr ices and 
a v a i l a b i l i t y of foodnrains . . The r e t a i l pr ices were explained by 
v^olesa le pr ices and rea l income of consumers. Values of R 
in th ree equations were 0.435, 0.733 and 0.9 54. The r e s u l t 
16. Rao, J .R. and K.S. Murty, "An Econometric study of Rice 
Pr ices in India 1948-60i' "Indian Joxirnai of jicclonics 
45(4), April 1965, pp. 385-395. 
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suir:e::t i i t t i , - inrlu'-ace of pro-luction on p r i c e s . A moro i.ra;;ort,:;nt 
c ;nc i ..,-i-n, n^-:-:ever Is tha t pr ices at tne tnree levels -.vere c.l..;v"ly 
interiiri;:t;:J m j tlie influence of previous year ' s r e t a i l prices on 
curr.-nt y .-x' ' farm h^arvert pr ices '..as s i g n i f i c a n t . 
Fur Knov.'ing tho c ujsal factors i'^adkarni has fitter"! loql lnear 
equations to d i f fe ren t crops p r i ce data, i 'is rnain explanatory variable; 
2 
are pro uction import and money supply, value of R i s very high for 
a l l the equaticns, v;hich suggest t h a t explanatory variables mentioned 
above explain a greater proporticn of change in prices of different 
c rops . L. s. Singh f i t t e d 5 l i nea r equat io is to the pr ice data of diff-
erent crops. His explanatory va r i ib l e s are net a v a i l a b i l i t y , money 
supply, extent of de f i c i t financing, gross naticrial product at 
2 
cons tan t p r i ce s . However value of R m each equation i s very iOv/, 
which shov.e tne weak speci f ica t ion of the mo-^el. 
An i n t e r e s t i n n debate, on terms of t r ade between agr icu l tu re and 
in lustry n-^.s for ione been waged and many econcmist have part ici tv. te . 
in i t . ill:' pa r t i c ipan t s can be c l a s s i f i e d in to two categori er."- : 
'\i) tho.Ge wno agree, tha t terms of t rade have moved 
aga ins t ag r i cu l tu re and 
( i i ) those who agree t h a t terms of trade nave moved against 
i n d u s t r i e s . " 
Economists supporting the former posi t ion have argued tha t 
farm pr ices in developing coxintries, p a r t i c u l a r l y in India, 
have been kept dov,(n sys temat ica l ly , A number of foreign 
economists of such eminence as , T. w. Schultz, Edward Mason, 
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Michael Lipton, David Hopper and D, Gale Johnson nave supported 
the above content ion. Among the Indian econondsts Raj Krishna, 
Sidhu and Johl a l so hold t h i s view, a ippor ters of the l a t t e r 
view agree t h a t farm pr ices nave not lagged behind and have ev«n 
been pushed disproportionafeely upwards. The most forceful support 
17 18 
t o t h i s contention comes from Ashok Mitra R. ThanarajKshi In 
her scholar ly work has proved tha t terms. of t rade have been 
19 favourable to ag r i cu l t u r e . M.L. Dantvala has asse r ted t h a t 
the govt, has not de l i be r a t e ly suppressed ag r i cu l tu ra l p r i c e s . 
In fac t , ag r i cu l tu ra l pr ices have been high and favourable t o 
a g r i c u l t u r e , large farmers have a lso received subs tan t ia l incen-
t i v e s by way of highly subsidized inputs . Vfelter P. Falcon, and 
Keith CSriffin a l so argue t h a t t he Indian Govt, /las not only 
subsized input pr ices but has helped t o maintain grain pr ices 
a t a higher level than the world pr ices through i t s pol icy of 
t5uaranteed Procurement Pr ices* . Kahlon and Tyagl have c r i t i c i s e d 
the various s tudies by saying t h a t "most of the s tudies c i t ed on 
the sub jec t suffered from serious l imi ta t ions on account of 
l imi t ed coverage, use of improper v«ights , inappropriate p r i ce 
i nd i ca to r , adoption of i nco r rec t method for est imating volume 
of exports and use of method for cons t ruc t ing pr ice indices which 
on a p r i o r i reasoning would underestimate the r i s e in pr ices of 
17, Ashok, Mltra.^ Terms of Trade and c l a s s Relat ions, Frank 
cass , London, 1977, 
18, Thamarajakshi, R^ In t e r sec to ra l Terms of Trade and Marketed 
surplus of Agr icu i tura l product, 1951-52 to 1965-66", 
Econum^c and P o l i t i c a l weekly, 4(26),pp. A-91-A-102. 
19, i'l.L. Dantwala, "Agricultioral Policy in India since indepen-
dence", m C.H. Shah (ed). Agricul tural Development of India. 
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non-ag r i cu i tu r a l goods and i n f l a t s the r i s e in pr ices of agr ic i i l -
20 t u r a l commodities" . They have proved convincingly tha t terms of 
t r ade have moved against a g r i c u l t u r e . 
Thus from our survey of s tud ies regarding behaviour of a g r i -
c u l t u r a l p r i c e s . Causal factors and terms of t rade between 
a g r i c u l t u r e and non-agr icul ture sector , we find tha t there i s no 
general agreement among researchers on the various i s sues . However 
t h i s i s more because of d i f fe ren t methodologies, periods, areas, 
crops and da ta . Though researchers d i f fe r from each other on various 
po in t s , ye t one agreed r e s u l t t h a t seems t o emerge from the studies 
i s t h a t the pr ices of a g r i c u l t u r a l ccmmodities f luc tua te more widely 
than those of non-agr icul tura l products . However no common conclusic 
seems t o emerge as t o whether t he p r ice va r ia t ions have tended t o 
narrow or widen over a period of time. AS far as causal factors are 
concerned, rea l incciue and money supply were found s ignif icant 
f a c t o r s . However, many stt idies suggest l i t t l e impact of production 
on p r i c e s , Whetner the long tertn t rend has moved in favour of agr i -
cu l tu re remain an unanswered ques t ion ' , as answers so far obtained 
a r e inconclusive. 
I t i s c l e a r from our survey tha t s tu ides of long tertn behaviour 
of a g r i c u l t u r a l p r ices are few and are l imited t o few se lec ted 
c rops . The Present study aims a t analysing the long-term behaviour 
of a g r i c u l t u r a l p r i c e s . Tj-ie e f fo r t i s t o find out now agr icu l tu ra l 
p r i ces have behaved since Independence, espec ia l ly since the 
20. A.s . Kahlon and D.S.Tyagi, Agr icul tura l Price Policy in 
India, All ied Publ ishers , Delhi, 1983, pp. 247-275. 
- 1 1 -
beglnning of econanlc planning, how much econcmic planning has 
been able t o change the s t r u c t u r e of food pr ices and t o v^at c::ten 
has i t been able to bring aba i t s t a b i l i t y in prices* s ince the 
s t a t e has t r i e d a t many times and in varied viays t o intervene 
in the free movement of p r i c e s , i t becomes a l l t he more necess-
ary t o examine how much i t s d iverse ef for ts have succeeded In 
d i r e c t i n g the course of p r i ce behaviour.-
The purpose of present study i s a lso t o examine various 
fac tors t h a t a f fec t the ag r i cu l t u r a l p r i ce s . No s ing le factor 
can offer a complete explanation of the p r i ce pressure prevalent 
i n the economy, generated as they are by a p l u r a l i t y of causes. 
s tudy 
An attempt In t h i s study has been made to£the problem as object-
i ve ly as poss ib le , and t o have a neut ra l approach free fr<:»n any 
dogmatism or doc t r ine and thus t o a r r ive a t only ra t iona l deduct-
ions . 
Vie have a l so reviewed the ag r i cu l tu ra l p r ice pol icy In the 
l i g h t of our findings from the analysis of the behaviour of 
ag r i cu l t u r a l p r i c e s . I t i s a h i s t o r i c a l cxjm-econcmic study, a 
two fold ana lys i s of what t he Govt, did and what i t should have 
done or should do. i t comprises both a h i s t o r i c a l aocoiait of the 
various measures for supply and distr ibuticjo of food-grains 
undertaken by the Govt, during the period as well as an econorilc 
I n t e r p r e t a t i o n of the course of activ-n which could b e t t e r f i t Jin 
I n d i a ' s econcmic s i txiat ion. 
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CHAPTER - I 
THE NATURE AND FUNCTIONS OF ACSRICULTURAL PRICES 
The p r i c e s of farm produc ts a r e h i g h l y v a r i a b l e . These 
changes a t t imes appear e r r a t i o n a l o r capricioxjs beyond realm 
of reason t o e x p l a i n and beyond t h e power t o c o n t r o l . The 
d i s e q u x l i b r i u m of demand and supply m • a g r i c u l t u r e i s a 
u n i v e r s a l phenomenon. The n a t u r e of supply , demand and ou tpu t 
c o n d i t i o n s i n a g r i c u l t u r e i s stx;h t h a t i t c r e a t s i n h e r e n t 
i n s t a b i l i t y . Most i n d u s t r i e s a r e s u b j e c t t o shor t term 
" 2 
d i s t u r b a n c e s , but a g r i c u l t u r e perhaps t h e most . The respon-
s i b i l i t y Of f l u c t u a t i o n s i n a g r i c u l t u r a l p r i c e s r e s t on c e r t a i n 
un ique ind igenous f a c t o r s . Though p r i c e f l u c t u a t i o n s a r e t h e 
r e s u l t of d i f f e r e n c e s i n demand and supply , but a t t e n t i o n have 
t o be g iven t o t h o s e f a c t o r s working behind the c u r t a i n of 
demand and supply . A g r i c u l t u r e produces food - s tu f f s and raw 
m a t e r i a l s , t h e demand for which in aggrega te i s r e l a t i v e l y 
s t a b l e i n s h o r t run , whi le supply of a g r i c u l t u r a l p roduc ts 
f l u c t u a t e widely from year t o yea r , and from one p a r t of t h e 
y e a r t o a n o t h e r on account of t he v a r i a t i o n s i n y i e l d s due t o 
( i ) Seasona l and weather c o n d i t i o n s ( i i ) v a r i a t i o n s due t o 
s u p p l i e s being more abundant i n c e r t a i n months of t h e yea r 
( i i i ) d e l i b e r a t e v a r i a t i o n s a t t empted by t h e Producer and 
1. E z e k i e l , M, "The Cobweb Theorem" Qxaarterly J o u r n a l of 
Economics Vol. 52, 19 38, pp . 256. 
2. Cohen R.L. Tne Economics of A g r i c u l t u r e , London, James 
James Nisbe t & Co. L t d . , Cambridge a t t h e U n i v e r s i t y 
P r e s s , 1955, p -142 . 
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(.iv) va r i a t ions a r i s i n g out of conditions of marketing, These 
fixxjtuating supplies c o n s t i t u t e the most important factor 
respons ib le for tne wide f luc tua t ions in ag r i cu l tu ra l p r i ce s . 
These f l ixr t ia t ions in the p r i ce of ag r i cu l t u r a l prodvicts are 
the g r e a t e s t huirdle in the way of ag r i cu l tu ra l development, 
for they bring ruins t o rrany, i t was for t h i s reason that 
a g r i c u l t u r a l count r ies suffered curing the depressicm of 1929, 
Agr icu l tu re i s a b io logica l industry and once investment 
i s sunk, the resouirces can not be withdrawn. Farmers continue 
t o produce even when pr ices are f a l l i n g . During the period of 
f a l l i n g jarices, agricul tviral p r ices f a l l s rap id ly while the 
output r«nains s teady. While the producers in other sectors 
can adjust t h e i r production according t o the changes in prices 
of t h e i r prodtJCts. Farmers a re not able t o do the same. I t i s 
because of t h i s reason t h a t producers in other sectors control 
supply and thus influence market p r i c e s . Farmers in absence of 
con t ro l on supply looks miserably a t market prices for favour. 
i'armers tragedy of no cont ro l en supply can be ascribe to a 
number of f ac to r s . Agr icul tura l products can not be stored 
for a long per iod of time and seme products not even for few 
days. Further farmers do not have proper s to r ing f a c i l i t i e s 
and they are always in need of cash. Moreover ag r i cu l tu re in 
India i s i n p r iva t e sector and because of l a rge number of 
producers^ s ing le producer do not have any Influence. 
-14-
Agrlcultural prodixits are produced at a part icular time 
in the year, but are consumed for the whole year. So In absence 
of any agency to disperse the to ta l produce ev©ily throu^out 
the year, prices during the harvesting season began to dicline 
owing to the gult in market and after a brief interval prices 
s t a r t r i s ing owing to the shortage in the market. So we find 
that agriculture prices are subject to seasonal fluctuations 
and th is important charac ter i s t ic of agricultural prices diff-
erent ia te i t form industr ial pr ices . 
One important factor which influences agricultural prices 
i s agricul tural marketing. Three parties are mainly interested 
in marketing, the grower of the comnodity, the middienan and 
the Ultimate consumer, but the most important of these parties 
is the consumer as a l l production has consumption for i t s 
objective. Though at the end the consumer plays an important 
par t in determining the voliane and nature of production and in 
fixing the price level , the farmers does not real ise th is as 
he has no direct touch with the ccnstimers. Agricultural pro-
duction is carried on under varying conditions by people vho 
Own small plots and work on a small scale. They are busy m 
production of a few crops and have neither the time nor the 
a b i l i t y for studying the markets or for marketing the i r products 
a t advantage. The lack of c red i t fac i l i ty i s also another 
handicapped and as a resul t of a l l these had developed a class 
of independent local middlemen v^ose function is to col lect the 
small surplus of the individual farmers in the primary marKet 
and dispatch them t o bigger marketswhich acts as a reservoir 
ax 
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t o v^ich produce comes In fro i a l l sources, a t a l l season and 
of wide var ia t ions in the quant i ty and q u a l i t y . These niLddlerac: 
p lay an important ro le in con t ro l l ing the ag r i cu l tu ra l pr ices 
and sane time make i t l i k e a share market by t h e i r ac t s , 
A source of economic disequil ibr ium in ag r i cu l tu re owes 
i t s Origin in the vagaries of na ture on which agricultvorai 
production i s so l a r g e l y dependent. During the period of 
drought when pr ices r i s e farmers are not able t o take advantage 
of t h i s , as they do not have much t o s e l l and during the period 
of good harves t when pr ices f a l l , farmers again are not able 
t o take any advantage of i t as a f t e r s e l l i n g a large stock they 
get a very small sum. However in both cases gain goes t o midd-
leman. Drought and dust storms, floods and f ros t are the manj.-
f e s t a t i on of the s t ruggle t h a t goes on in farming betweei man 
and na ture out of these vagaries come t o agr icu l ture many forms 
Of economic r i sk s and unce r t a in t i e s . 
Agricultuxral i n s t a b i l i t y i s d i f fe ren t than indus t r i a l 
i n s t a b i l i t y as reasons for i ndus t r i a l i n s t a b i l i t y can not 
poss ib ly be t raced to inherent Indigenoxis forces. In fact , 
from the po in t of view of any p a r t i c u l a r industry, most of the 
reasons for i n s t a b i l i t y could be a t t r i b u t e d to ce r t a in exo-
genous factors operating outside the immediate sphere of the 
i ndus t ry concerned. The f luc tua t ions in ag r i cu l tu ra l p r ices 
and incomes exhib i t c e r t a i n unique features of t h e i r own 
i . Schul tz , T.w. "Econcmic Effects of Agricultural Programmes" 
The American Economic Review, Vol, XXX, No.5,Feb. 19 41,p, 135 
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because of the very nature of agr icu l tu re , which m con t rad ic t -
ion to i n d u s t r i a l business, i s mainly a b io logica l process, 
subject to a l l l imi ta t ions of r a i s i n g l i v ing things - i imi ta t ion i 
which do not permit a canplece human cont ro l as in case of ind-
u s t r y . Agr icu l tura l p r ices t y p i c a l l y tend t o respond more rapid-
ly than do the pr ices of i n d u s t r i a l products t o changes in the 
balance between supply and d6m-.nd . I t i s thus , evident t ha t as 
a g r i c u l t u r e production i s no t qu i t e e l a s t i c and cannot be quickly 
expanded or cont rac ted as consumption of considerable proportion 
of a g r i c u l t u r a l products spec i a l l y foodstuff i s not qu i te e l a s t i c 
and as primary producers are not well organised and are thus not 
in a pos i t ion of ptishing t h e i r i n t e r e s t in the market, farm p r i c -
es genera l ly ^^  f luc tua te more frequently than those of finished 
5 goods . 
In India ag r i cu l tu re has been a t r ad i t i on and mode of l iv ing 
and not an economic pur su i t . There i s hardly any re la t ionsh ip 
between coat of production and agricultviral p r ices unlike the 
manufacturing i ndus t r i e s , where pr ices tend, under free play of 
forces of demand and supply, t o correspond in the long run t o 
cos t of production. In ag r i cu l tu re sec tor , on the other hand, due 
t o I n e r t i a , lag and absence of any other a l t e r n a t i v e , production 
i s c a r r i ed on whether the pr ices are remunerative or not . I f the 
p r i c e s of some maraifactured products should f a l l far below the 
cos t of production of indxistrial manufacturers, the l a t t e r would 
4, Maynard, Geoffrey, Economic Development and the Price Level, 
Macmillan and company Ltd,, Lcandon, 1962, p . 277, 
5. Sinha, S.P. , Indian Agricul ture : I t s Fluctuating Fortunes, 
Kitab Mahal Pvt. Ltd . , Allahabad, 1965, p . 40. 
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be driven out uf business very auickly , thus decreasing supply 
and tending to r a i s e pr ices . But i t does not happen in agr icu l -
t u r e . Further farmers in under-developed count r ies do not have 
e f f i c i e n t acreage a l loca t ion , They are not able t o s h i f t t h e i r 
resources in response t o change in r e l a t i v e pr ices of crops. 
Tradi t iona l ag r i cu l tu re do not have a well thought-out plan of 
production on the basis of a study of the market condit ions and 
p rospec t s . Every faxrmer plans in his ovjn way guided by his ovffi 
t r a d i t i o n a l i n s t i n c t and many a time the whole host of them come 
t o g r ie f owing t o an unexpected change in the condit ions of the 
market. Therefore, i t i s doubtful vrtiether hic^ p ro f i t s will be the 
farmer's Chief aim when uncer ta inty i s present . This uncer ta inty 
fu r the r dampens the pr ices rendering them more vulnerable and 
uns t ab l e . 
The cos t s t r u c t u r e of the fanner i s a l so s ign i f i can t ly diff-
e ren t from tha t of the manufacturers. The cos t of production 
whether of a farmer or a manufacturer can be broadly be divided 
In two ca tegor ies v i z , escapabie and inescapable, Tne former are 
those , which in a given period of time may be avoided by reducing 
production vAiile the l a t t e r a re those which, in the same period 
have t o be met i f the enterpreneur i s t o s tay in business a t a l l . 
In a g r i c u l t u r e the proportion of inescapable to escapabie cost i s 
much higher than in industry where the grea t pa r t of manufacturing 
6. F.L. Thomson, Agricul tura l Pr ices , Macgraw-Hill, LondCffi, 
19 3 6, pp. 78-80, 
7 . Al ien, G.R, Economic uncer ta in ty , free conpet l t ion and 
p r i c e planning in Agricul ture , p a r t I , The Farm Economist, 
v o l . VII, No. 6, December 19 63, p , 234. 
^ ^ 
cost i s made of hired labour and pxirchased raw mater ia l . The 
i n t i r e cos t s t r u c t u r e in ag r i cu l t u r e i s r e l a t i v e l y r ig id and 
moves more slowly than the leve l of p r i c e s , espec ia l ly in times 
Of f a l l i n g p r i c e s . The pos i t ion i s made wOrse by the slow turnover 
of a g r i c u l t u r e . In times of f a l l i n g p r i ces , therefore a farmer 
can not save much by reducing the qua l i ty of h i s product. He may 
a c t u a l l y increase his production and sa les with an attempt to 
maintain h i s money income and t h i s wi l l i t s e l f tend to lower 
p r i c e s fu r ther . This i s e spec ia l ly t r u e of peaseint farmers 
ca r ry ing en ag r i cu l tu re with family labour as a way of l i f e 
r a t h e r than as a business, bying only small quan t i t i e s of raw 
mate r i a l s and among whcme competition i s more or l e s s perfect . 
Cycl ica l f luctuat ions m ag r i cu l tu re , therefore , r e f l e c t thems-
elves not so mvich in va r ia t ions in the output and employment, as 
they do in indust ry as in the changes in the farm product and 
. 8 
p r i c e s . 
Agr icu l tu re i s not a s i ng l e industry i t i s a complex of a 
l a r g e number of indus t r i es taken together . A la rge number of 
a g r i c u l t u r e uni t s a re spread over a la rge area of operation, but 
i t does not mean tha t in being so, they necessa r i ly compete with 
one another . The farmers response t o marKet shows t h a t they are 
cooperat ive r a t h e r than conpe t i t i ve in cha rac te r . Technically 
they possess a l i t h e o r i t i c a l c h a r a c t e r i s t i c of a conpe t i t ive 
market, but what they lack as ac t ive pa r t i c i pa t i on in the market 
8. Mamoria, C B.^  Agr icul tura l Problems of India, Kitab Mahal, 
Allahabad, 197 2, pp. 777-778. 
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m response t o the changing condit ions v^lch from our poin t of view 
a t l eas t s i s tne basic requirement for canpe t i t ive markex:. At 
t h e producers leve l the p a r t i c i p a t i o n i s of course, passive,v^xch 
i t would be b e t t e r t o c a l l co-operat icn r a the r than competit iun. 
In the capaci ty of suppl ie r of ag r i cu l t u r e commodities, they 
c o l l e c t i v e l y add fuel t o f i r e in in tens i fy ing both the surplus 
and the s c a r c i t y h i t market ccaidit ions. In the pure economic 
sense, t h e i r supply curve i s determined not by the cost of pro-
duction or by demand becaxxse both of th«n are more or l e s s cons-
t a n t but by the t o t a l ag r i cu l tu ra l supply as a whole. If the 
condi t ions or factors determining ag r i cu l tu re supply are favourable 
or unfavourable t o one vni t , they would be favourable or unfavour-
able t o a l l u n i t s and t o ag r i cu l tu ra l supply as a whole i t s e l f . 
Thus other things being same the supply curve of the agr icu l tu ra l 
" industry" (Sector) as a whole i s the supply curve of the i n d i v i -
dual firm (unit) . The economic power of a p a r t i c u l a r un i t i s de ter -
mined by the area under i t s c u l t i v a t i o n and the product ivi ty per 
ac re , '^ 'he only p o s s i b i l i t y of var ia t ions in tiie fac tor conblnation 
Is the replacement of labour by c a p i t a l and input - intenS.ification 
per i init of land. The p o s s i b i l i t i e s of labour replacement by 
c a p i t a l a re l imi ted by employment conditions of not only the a g r i -
c u l t u r a l s ec to r but a l so of the economy as a v*iole. This makes the 
indiv idual un i t he lp less and the only a l t e r n a t i v e which remains 
with them i s t o maintain t h e i r "subsistence income" for vhich 
they work and co-operate with one another i r r e spec t ive of market 
c o n d i t i o n s . 
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TIMS -fLEMSKT Il-T AGRICU1.TURAL FRIC::J BEHAVIOUR 
On t h e b a s i s of changes i n demand and s u p p l y f u n c t i o n s , 
a c c o r d i n g t o t h e t i m e i n v o l v e d i n t h e i r o p e r a t i o n s , t h e f o l l o v ; -
i n g k i n d s of p r i c e v a r i a t i o n s t a k e p l a c e . 
( i ) SliORT TI.-.E 1RIG-. Fi.UJ'i'UATIvlJS 
P r i c e f l u c t u a t e from h o u r t o h o u r , day ' t o day, b e c a u s e of 
t e m p o r a r y changes i n demand and s u p p l y . One i m p o r t a n t c a u s e of 
s h o r t te rm f l u c t u a t i o n i s v a r i a t i o n i n r e c e i p t s . V a r i a t i o n s i n 
r e c e i p t s , a f f e c t more p e r i s h i b i e g o o d s . The s h o r t t e r m v a r i a t i o n 
i n m a r k e t r e c e i p t s may be t h e r e s u l t of w e a t h e r c o n d i t i o n s , 
t e m p o r a r y r e a c t i o n s of s h i p p e r t o p r i c e c h a n g e s or c h a n c e o c c u r a n c e 
9 
of t h e scm.e g e n e r a l n a t u r e . The s e c o n d c a u s e of such f l u c t u a t i o n 
i s a t t r i b u t e d t o t e m p o r a r y f l u c t u a t i o n s i n consumer demand. As t h e 
c o n s u m e r demr^nd i s m a i n l y d e t e r m i n e d by t h e number of p o t e n t i a l 
c o n s u m e r s , t h e i r p u r c h a s i n g power and p r e f e r e n c e s , t h e p r i c e s and 
a v a i l a b i l i t y of s u b s t i t u t e p r o d u c t s and e n v i r o n m e n t a l f a c t o r s such 
as v / e a t r ; r , the^^e f a c t o r s f a i l t o change , s o f r e q u e n t l y o r i n such 
g r e a t d e g r e e -iS s u p p l y ch^^.nges. Tl i is i s s o , b e c a u s e consumer denv-nn 
fo r rno::t c amino i i t i e s i;i t a i r l y s t e a d y from one day t o a n o t h e r ond 
even f o r much i ong ^eri'Od 
( i i ) 3EA3a.i,\L PRI 'E FLUGTUATlUJS 
S e a s c n a l P r i c e f l u c t u a t i o n s a r e c a u s e d b e c a u s e of s e a s o n a l 
c h i n g e s i n demand and s u p p l y , on -che s u p p l y s i d e s e a s o n a l i t y i n 
9 . Thor>sen, F . L . ^nd F o ^ t e , R . J . , A g r i c u l t u r ' ^ l P r i c e s , Second 
E d i t i o n , I'-ac •.-•rav^-Hiii Book Company, INC, Mew York, 1952, p . 109, 
10. I bad , p . 109. 
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p rodu : t iCKi i s t h e main f a c t o r , i ^ r i ces of a g r i c u l t u r a l p r o d u c t s 
become low d u r i n g t h e h a r v e s t i n g s e a s o n and s t a r t r i s i n g a f t e r 
t h a t , w i t h a g r e a t d e g r e e of r e g u l a r i t y i n each y e a r . However 
month t o month c h a n g e i n p r i c e s a r e q u i t e d i f f e r e n t xn d i f f e r e n t 
y e a r s , and t h e a v e r a g e s e a s o n a l v a r i a t i o n s r e p r e s e n t m e r e l y a 
v e r y g e n e r a l t e n d e n c y which may o r may n o t be f o l l o w e d by 
c h a n g e s i n p r i c e s m any g i v e n y e a r , b e c a u s e of c h a n g e s i n n o n -
s e a s o n a l s u p p l y and danand f a c t o r s , Y e t i t i s more o r l e s s 
t r u e of farm p r o d u c t s s p e c i a l l y of f o o d g r a i n s , which f o l l o w a 
12 
no rma l s e a s o n a l b e h a v i o u r from one y e a r t o a n o t h e r . On t h e 
demand s i d e , t h e r e a r e s e a s o n a l v a r i a t i o n s f o r i n d i v i d u a l p r o -
d u c t s , b u t on t h e whole demand i s p r o b a b l y more s t e a d y , 
U i i ) ANNUAL FLUCTUATIONS IN PRICE 
Y e a r l y channes i n demand and s u p p l y b r i n g a n n u a l f l u c t -
u a t i o n s i n t h e p r i c e s . Though demand f o r a g r i c u l t u r a l p r o d u c t s 
c h a n g e s from y e a r t o y e a r , b u t o v e r a l l i t i s n o t as d i s t u r b i n g 
a s s u p p l y . A g r i c u l t u r a l p r o d u c t i o n f l u c t u a t e s c o n s i d e r a b l y from 
y e a r t o y e a r on a c c o u n t of v a r i a t i o n s i n w e a t h e r and c l i m a t i c 
c o n d i t i o n s . C r o p p r o d u c t i o n a l s o c h a n g e s due t o c h a n g e s i n 
a c r e a g e and y i e l d . T h e r e i s l i t t l e r e g u l a r i t y i n t h e annua l 
p r i c e f l x r r t u a t i o n s of c r o p s . N e v e r t h e l e s s a n n u a l v a r i a t i o n s 
13 
a r e marked f e a t u r e of a g r i c u l t u r e p r i c e s 
1 1 . S i n h a , S . P , ^ I n d i a n A g r i c u l t u r e : I t s f l u c t u a t i n g f o r t u a t l n g 
F o r t u n e s , K i t a b Mahal P v r . L t d . , A l l a h a b a d , 1965, P. l l j . -
J 2 . S i n h a , S . P . , I b i d , p . 4 1 . 
1 3 . S m n a , S . P . , I bxd , p . 4 1 . 
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{iv) SECULAR TRENDS IN PRICES 
S e c u l a r changes in p r i c e s a r e t h e r e s u l t of slow changes 
in iemand and supply c o n d i t i o n s over a long p e r i o d of t i m e . 
Demand may changes because of a s teady growth in popu la t ion , 
s t e a d y growth of income, development of new uses of commodities 
change in h a b i t custom fashion e t c . S i m i l a r l y b e t t e r methods 
o t p roduc t ion may lead t o i n c r e a s e in "supply of commodit ies. 
However some of t h e f a c t o r s menticsied above may push p r i c e s 
up whi le o t h e r s may push down the p r i c e s . So o v e r a l l r e s u l t 
on p r i c e s i s a slow upward Qr downward movement. 
(v) CYCLICAL VARIATION IN t^ICES 
Gene ra l l y p r i c e s of boom and s lunp in i n d u s t r y a l s o cause 
p r o s p e r i t y and a d v e r s i t y t o t h e fa rmers . Cycles a re lanpianned 
because they r e s u l t from c i rcumstances beyond t h e c o n t r o l of 
t h e f a rmers . They t a k e p l a c e with more or less r e g u l a r pe r iod -
i c i t y and a r e s e l f - e n e r g i z i n g in n a t u r e . To a c e r t a i n ex t en t 
t h e y a r e p r e d i c t a b l e . I t i s s a i d t h a t h i c ^ p r i c e s a t t r a c t new 
farmers t o t h e f i e l d and encourage o ld farmers t o produce more. 
As p roduc t ion i n c r e a s e s , p r i c e s d e c l i n e and seme farmers drop 
o u t and o t h e r s r e s t r i c t s t h e i r p r o d u c t i o n . Thus p roduc t icn 
c o n t r a c t s and p r i c e s r i s e u n t i l t h ey r e a c h a' l e v e l t h a t aga in 
pxits t h e c y c l e on the move. But t h e c y c l e of market r e c e i p t 
and t h a t of p roduc t i on do n o t e x a c t l y c o i n c i d e with each o t h e r . 
The c y i e of market r e c e i p t i s much l&ss r e g u l a r than t h a t of 
p r o d u c t i o n as a r e s u l t of s h o r t e r t ime r e a c t i o n s of producers 
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t o market p r i c e s . M o r e o v e r t h e l eng th of t ime r e q u i r e d for 
prodt icers t o i n c r e a s e or dec rease p roduc t ion v a r i e s for 
d i f f e r e n t ccmmodities and s o t h e appa ren t c y c l e s of p r i c e and 
p r o d u c t i o n a l s o vary in l e n g t h . Thus commodity p r i c e cyc les 
a r e n o t common, a l though t h e r e may be c y c l e s of genera l n a t u r e 
l i k e i n f l a t i o n or dep re s s ion cove r ing t h e whole f i e l d of t rade 
and commerce i n c l u d i n g a g r i c u l t u r e and p a r t i c u l a r l y f i e l d c r o p s . 
At such t ime a g r i c u l t u r a l commodities on account, of t h e i r 
i n e l a s t i c demand and supp ly s u f f e r s more. 
THE FUNCTICNS OF AGRICULTURAL PRICES IN ECONOMIC 
"" DEVELOmSNT 
Changes i n ag r i cu l txa ra l p r i c e s perform t h r e e major func t ions 
and hence p a r t i c x i l a r movement of a g r i c u l t u r a l p r i c e s may f a c i -
l i t a t e t h e acnlevements of c e r t a i n goals through t h e i r ope ra t ion 
on one func t ion , whi le t hose same p r i c e movement may ope ra t e 
a g a i n s t o t h e r s imu l t aneous ly he ld goals through e f f e c t on 
o t h e r f u n c t i o n s . The t h r e e main func t ions of a g r i c i i l t u r a l p r i c e -
s a r e t o s e r v e ( i ) as an a l l o c a t o r of rescwrces s i g n a l l i n g t o 
both producers and consumers r ega rd ing t h e l e v e l of a g r i c u l t u -
r a l p roduc t i on and consumption (2) as a d i s t r i b u t o r of incane 
and (3) a s an i n f l u e n c e on c a p i t a l format ion, 'iTie t n i r d of these 
i n f l u e n c e s grows n a t u r a l l y out of t he second. I t i s t r e a t e d 
s e p a r a t e l y because of i t s s p e c i a l s i g n i f i c a n c e t o the process 
of econcmic growth. 
14. Thomsen and Foot K . J . , A g r i c u l t u r a l t^r ices. Second e d i t i o n , 
MacGraw-Hlii Book Ccmpany, INC, New lock iy52 p . 115. 
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PRICES AS AU^OCATtR UF Rb'SUURCES 
In a market econcroy with p u r e l y c o n p e t i t i v e products and 
r e s o u r c e s marke t s , changes a r e a u t o m a t i c a l l y a d j u s t e d through 
p r i c e c h a n g e s . Any m i s a l l o c a t i o n a u t o m a t i c a l l y s e t s in motion 
f o r c e s nece s sa ry t o r e a l l o c a t e r e sources in order t o a t t a i n 
maximum e f f i c i e n c y . But even with t h e p r i c e sy s t ^n f r ee t o 
o p e r a t e and with r e s o u r c e s p r i c e s f ree t o guide r e sou rce 
a l l o c a t i o n , t h e r e are f a c t o r s l i k e monopoly, monopsony, igno-
rance* s o c i o l o g i c a l and p s y c h o l o g i c a l f a c t o r s , i n s t i t u t i o n a l 
r e s t r i c t i o n s and o rgan i sed group m the econcany bes ides 
d i r e c t i n t e r v e n t i o n with t h e p r i c e mechanism by t h e Govt, 
which p r e v e n t c o r r e c t r e s o u r c e a l l o c a t i o n of r e s o u r c e s . 
R e l a t i v e p r i c e s p l a y a very s i g n i f i c a n t r o l e in ac reage and 
i n p u t a l l o c a t i o n i n a g r i c u l t u r e . However how much in f luence 
r e l a t i v e p r i c e s w i l l have on r e sou rce a l l o c a t i o n depend mainly 
on two t h i n g s one e l a s t i c i t y of supply with r e s p e c t t o p r i c e 
and t h e o t h e r r e s o u r c e s h i f t a b i l l t y c a p a o i l i t y of fa rmers . 
Change in r e l a t i v e p r i c e s by encouraging e f f i c i e n t r e source 
a l l o c a t i o n i n s u r e the augmentat ion of supply accord ing t o 
demand. 
P r i c e p l a y s an impor tan t r o l e i n de te rmin ing t h e 
Consumption of a g r i c u l t u r a l c a t m o d i t i e s . I t of ten does t h i s 
of c o u r s e , a t f e a r fu l s o c i a l c c s t . The d a t a and l o g i c t o g e t h e r 
i n d i c a t e t h a t i t i s t h e lower income persons vjho must redvice 
consumption of food in response t o r i s i n g p r i c e s . They, of 
c o u r s e , do so d e s p i t e an a l r e a d y i n f e r i o r d i e t . I t i s scmetiraes 
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a rgued t h a t ttie m c a n e and p r i c e e l a s t i c i t y of demand for iow 
income persons fo r foodgra ins must be i n e l a s t i c t o t h e extreme 
s i n c e they a r e a l r e a d y a t such a n e c e s s i t o u s l e v e l of food 
consumpt ion . However i t must be r»nembered t±iat in t h a t c i r -
cumstances they would a l r e a d y have reduced consiomptxcjn of 
o t h e r goods t o the most n e c e s s i t o u s l e v e l a l s o , Even in a 
p h y s i c a l s e n s e , man does no t l i v e by Dread a lone . In a d d i t i o n , 
i f t n e bulk of one ' s consxjmption i s food and food p r i c e s r i s e 
then t h e r e i s an obvious income e f f e c t reducing t h e q u a n t i t y 
one can buy. 
PSXCES' AS A DiSTRlriUxOR OF iNCCa^ E 
A g r i c u l t u r e p r i c e s have what appears a t t i r s t t o be a 
some>#^at p e c u l i a r e f f e c t on income d i s t r i b u t i o n . Changes in 
a g r i c u l t u r a l p r i c e s does, of cou r se e f f e c t a t r a n s f e r of income 
between a g r i c u l t u r e and n on-agr i c u l t u r a l s e c t o r s of the economy. 
In a d d i t i o n , however i t a f f e c t s t h e income d i s t r i b u t i o n between 
h i g h and low inccme p e r s o n s , A r i s e in a g r i c u l t u r a l p r i c e s 
r e d i s t r i b u t e inccme away from low inccme urban consumers and 
towards high income a g r i c u l t u r a l p r o d u c e r s . 
Change in a g r i c u l t u r a l p r i c e s a f f e c t c u l t i v a t o r s income m 
p r o p o r t i o n t o t h e i r s a l e s of produce. In genera l t h e lower 
income c u l t i v a t o r s a re those who s e l l a smal l p r o p o r t i o n of 
what they p roduce . For a c u l t i v a t o r who s e l l s only 10 p e r c e n t 
of what he produces the r e s t being Kept for hone consumption, 
a 10 p e r c e n t r e l a t i v e i n c r e a s e in a g r i c u l t u r a l p r i c e only 
i n c r e a s e s h i s r e a l income by one p e r c e n t . For a c u l t i / a t o r v*io 
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s e i l s 70 percent of what he produces, r e a l incane r i ses by 
7 percent with a 10 Percent r e l a t i v e r i s e in agricxiitxiral 
p r i c e s . The con t ras t in the change in incane in actual rupee 
i s even more s t r l ic lng. 
We find a roughly converse s i t ua t i on in regard t o consumers. 
Rising food prices affect r e l a t i v e real incomes of consumers 
in the proportion t o which they spend t h e i r incoiies on a g r i -
c u l t u r a l commodities, Lower income urban ccsistjuners spend a 
much higher proportion of t n e i r incomes on food than do higher 
income xirban consumers. Thus for a low income consximer, v^o 
spends 70 Percent of h i s income on food 10 percent increase 
in food pr ices will represent a 7 percent decl ine in real 
income, perhaps somewtjat deepened by subs t i t u t ion of exp^idi-
t u r e t o other coiranodities. For a high income urban consumer 
sp«iding only 20 percent of his income on food a 10 percent 
r i s e in food pr ices provides only a 2 pe rce i t dsc l ine in rea l 
income of^course, the high income consumer spends a l a rge r 
rupee sum on food than does the low income consumer and so the 
high income experiences a grea ter absolute change in rea l income 
with changes in a g r i c u l t u r a l p r i c e s . 
One must not over draw the income d i s t r ibu t ion effects 
of ag r i cu l t u r a l pr ices as e n t i r e l y a matter of urban consumer 
versus ru ra l producers. The la rge rura l landless labour class 
i s compiled of net purchasers of food. In so ior as they 
purchase for cash, a r i s e in ag r i cu l tu ra l prices affects thm\ 
p r i m a r i l y ' a s consumers^ causing a decl ine in ; r ea l income. 
( i i i ) PRICE AS AN INFLUENCE ON CAPITAL FORMAT I CM 
An i n c r e a s e in a g r i c u l t u r a l p r i c e s encourages i n c r e a s e d 
Inves tment in t h e a g r i c u l t u r e s e c t o r . I t does t h i s through two 
i n f l u e n c e s one of which i s i n d i s c r i m i n a t e between hign income and 
low inccme c u l t i v a t o r s , whi le t h e o the r d i s c r i m i n a t e in favour 
of t h e h igher inccme c u l t i v a t o r s . 
Higher p r i c e s i n c r e a s e t h e r e t u r n s t o inves tment by i n c r e a s i n a 
th«» valuta of Output-one can perhaps reasonab ly assume t h a t e s s e n -
t i a l l y a l l Of the uutput from i n c r e a s e d inves tment w i l l be marketed, 
and hence t h e i n c r e a s e in g rass r e t u r n s t o inves tment would be 
p r o p o r t i o n a t e t o t h e p r i c e i n c r e a s e , m so f a r as lower income 
farmers do market somewhat l e s s than 100% of an inves tment induced 
i n c r e a s e i n ou tpu t , they w i l l have t h e r e a l r e t u r n s t o i n c r e a s e d 
i n v e s t m e n t i nc r ea sed sonewhat l e s s by h i g h e r r e l a t i v e p r i c e s than 
do n i c k e r income c u l t i v a t o r s . 
The second i n f l u e n c e of h i g h e r p r i c e s on inves tment in a g r i -
c u l t u r e i s through t h e inccme e f f e c t . Higher income i n c r e a s e s t h e 
s a v i n g pool a s well as making farmers a b e t t e r c r e d i t r i s k and 
t h e r e b v encouraging l ende r s t o l e n d . This inf luence* nowever, i s 
m d i r e c t p ropo r t i on t o t h e income e f f e c t v^ich i s in t u rn in 
propor t ica i x.o ma rke t ings . Farmers who s e l l only a smal l p ropor -
t i o n of t h e i r output wi l l r e c e i v e only a smal l p r o p o r t i o n a t e 
i n c r e a s e in income and t h u s very l i t t l e a d d i t i o n t o t h e i r capac i ty 
t o save and borrow 
R i s ing food p r i c e s caxise upward p r e s s u r e on money v;ages and 
t h i s in t u r n causes a squeeze on i n d u s t r i a l p r o j e c t s , thereby n o t 
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only reducing the incent ive t o invest by lowering re turns but 
a l so reducing the a b i l i t y t o invest by reducing the pool of 
p ro jec t s which serves as a prime source of investment ftaids. 
However in t h i s regard i t i s i n t e r e s t i ng t o note t h a t subsidized 
food t o urban workers wi l l reduce t h e i r cost of i iv ing and will 
a t t r a c t more labour i n t o the urban laboxir force and maKe i t 
p o s s i b l e t o maintain i n d u s t r i a l wages a t a sonewhat lower level 
than wcxild otherwise have been the case . 
Rising ag r i cu l tu ra l pr ices can be said f'^vourable t o indus-
t r i a l investment because of increase in demand a r i s i ng from 
higher r u r a l incomes. However, higher ag r i cu l t u r a l pr ices in thefn-
selves simply t r ans fe r income from the non-agr icul tura l to agr i -
c u l t u r a l sec tor m proportion t o the marketing of ag r icu l tu ra l 
commodities and hence have no net effect on aggregate consunner 
incomes. The decl ine in urban incomes frcm p r i ce increase will 
exac t ly counter-balance the r i s e in farm incones from a pr ice 
i nc rease . 
Rising agr icu l tu re pr ices wi l l increase demand for ag r i cu l -
t u r a l inputs produce in non-agr icul tura l sec to r , but the higher 
v;aq c and Other costs accompanying higher agr icu l tu ra l pr ices 
will place a project squeeze on those i n d u s t r i e s . The projact 
sa\iee-/,e may oe mitigated by an increase in p r i ces , wtiich appar-
en t ly could be ca r r i ed by the added demand, but t h a t of course, 
removes the r e l a t i v e p r i ce increase of agr icu l tu ra l commodities, 
r e tu rn ing old pr ice r e l a t i o n s h i p s . In net higher agr icu l tu ra l 
p r i ces wi l l as in the case of consumer goods, r es t ruc tu re demand 
and hence output tOv;ard inputs used by agr icu l tu re , out t h i s will 
be much more a matter of production sh i f t s in the indus t r i a l 
s ec to r than of ne t growth of i ndus t r i a l production. 
CHAPTER-II 
DATA BASE AND METHODOLOGY 
In our s tudy , we have used Index numbers of v ^ o i e s a l e 
P r i c e s of a g r i c u l t u r a l commodit ies, and groups of commodities. 
Wholesale pr ices are co l l ec ted mostly under the marketing 
i n t e l l i g e n c e scheme of the Directorate of Econanics and S t a t i s -
t i c s , Department of Agr icu l ture . The centres se lec ted for the 
c o l l e c t i o n of p r i ce data a re d i s t r i b u t e d a l l over the country 
and a re so choosen, as t o represent the important rural and 
urban markets in the producing, consuming, surplus, d e f i c i t as 
well as s e l f - s u f f i c i e n t regions . The centres selected,however, 
need to be adjusted a f te r every f ive years , so as to take in to 
account the changing pa t t e rn of p roduc t io i , I'he Directorate 
c o l l e c t s the p r ice data mainly throuc^ the primary agencies 
natiinated by the s t a t e Govts, The primary repor ters , usually 
belong t o the revenue, marketing, c i v i l supplies and econcmics 
and s t a t i s t i c s departments of the S t a t e s . 
The off ice uf the Econonic Adviser, Ministry of lnc3ustry, 
cunpiltis and publishes the index number of wholesale p r i ce s . 
This work was i n i t i a t e d in January 19 42, with the introduction 
of a new se r i e s of index numbers of v^olesale pr ices ( Base 
1970-71 = 100) from January, 1, 1977 the o f f i c ia l index has 
come a long way s ince i t was published for the f i r s t time in 
January 19 42 (with base week ended 19th August 19 39 = 100), 
The e a r l i e s t index had equal v/eights glv©i t o 23 conmodities, 
and the geometric mean of the p r i ce r e l a t i v e was used t o 
der ive group indices and a l l conmodities index. Since January 
19 47, these were replaced by the 'General Purpose Series* 
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(Base year ended August 19 39 = 100). Another se r i e s with 
base 1952-53 = lOu was Introduced in April 19 56 with a con-
prenensive coverage of 112 cawnodities cons i s t ing of 555 ind i -
vidual quota t ions . This s e r i e s was ca lcu la ted on the p r inc ip le 
of weighted a r i thmet ic mean in preference t o the Geometric 
approach adopted e a r l i e r , i t was replaced by a new one with 
base 19 61-62 = 100 from Ju ly 5, 1969/comprising 139 ccromodi-
t i e s and 77 4 quota t ions . The l a t e s t se r ies of v^oiesale pr ice 
index with 1970-71 = 100 as base vjas introduced on January 1, 
1977, covering 360 coiranodities and 1279 quotat ions , c l a s s i f i e d 
i n t o three major groups, viz ^i) Primary a r t i c l e s (including 
Food, Won-food and minerals) i±i) Power, l i gh t and t,ubricants, 
and ( l i i ) Manufactured ftoduct which have been further sub-
divided i n t o 11 majcr indus t ry groups, r e f l e c t i ng d ive r s i f i ca -
t i o n over a period of t ime, ihe new ser ies i s based on the 
•Standard i n d u s t r i a l Class i f i ca t io i ' (S IC) Instead of 'Stand-
a rd Internat ioi ja l Trade Ciass i f i ca t io i i s ' (SITC) adopted in 
t he e a r l i e r s e r i e s . The weights in the revised se r i e s are 
a n o t e d on the bas i s of value of t ransac t ion which c c n s i s t of 
( i) value of marketable surplus in the case of ag r i cu l tu ra l 
commodities and value of products for s a l e in the case of 
manufactured products, ( l i i t o t a l value of imports ( i i l ) t o t a l 
value Of import du t i e s , i f any, and Uv) t o t a l value of excise 
d u t i e s , i f app l icab le . 
In our study sp l i c ing of two or more s e r i e s i s done with 
the purpose of reducing them t o the same base in a bid t o 
render th^n comparable. I t i s not a perfect tecnnique because 
over a period of time, ccrranodities, entering the index change 
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ana so does t h e i r impor tance , ^e t , i t does h e l p u s in making 
rough/ ccmparisism Base fo r wholesa le p r i c e index I s 1970-71 
= 100 and t h a t of p roduc t ion I s 1969-70 = 100. For t h e sake of 
conven ience , a l l t h e t a b l e s in t h e annijial s e r i e s of wholesale 
p r i c e s have been worked ou t on f i n a n c i a l yea r b a s i s as some 
i n s t i t u t i o n s , l i k e R . B . I , ana Planning commission of I nd i a use 
f i n a n c i a l year d a t a . 
Tne s t u d y i s based f u l l y on secondary d a t a . The p r i c e da ta 
have been taken from ' w h o l e s a l e p r i c e s t a t i s t i c s in Ind ia 19 47-
1978' v o l . I and Vol. I I pub l i shed In 1978 by Bconcmlc and 
S c i e n t i f i c Research Foundat ion, New Delh i , 'Cvirrency and 
F inance of R . B . I . ' , 'Economic S u r v e y ' , Govt, of I nd i a , ' A g r i -
c u l t u r a l p r i c e s / 'Govt , of I n d i a , ' B u l l e t i n on Food S t a t i s t i c s ' , 
Govt, of I n d i a , ' A g r i c u l t u r a l S t a t i s t i c s , 'Govt , of I nd i a , 
' A g r i c u l t u r a l S i t u a t i o n i n I n d i a ' Govt, of I n d i a . Data r e l a t i n g 
p r o d u c t i o n and import of d i f f e r e n t c rops have been taken from 
' B u l l e t i n en Food S t a t i s t i c s ' , • Economic S u r v e y ' , ' C u r r e n c y and 
F i n a n c e ' , A g r i c u l t u r a l S i t u a t i o n In I n d i a ' . F igures of money 
s u p p l y and Gross Nat ional p r o d u c t s , have been taken from 
'Cur rency and Finance ' and ' f cononic s u r v e y ' . 
LIMITATIONS OF INDEX NUMBER UF IOHQLESALE PRICES 
The index numbers of wholesa le p r i c e s of a g r i c u l t u r a l 
commodi t ies , as they a r e c o n s t r u c t e d , can l ead t o erroneous 
c o n c l u s i o n s . The l i m l t a t l c n s of t h e use of t h e new s e r i e s of 
i n d e x numbers of wholesa le p r i c e s a r i s e mainly from the f o l l o -
wing f a c t o r s : ( i ) equal weights a t t a c h e d t o a l l t h e c e n t r e s 
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se l ec t ed for ge t t ing p r i ce quotations ( i i ) use of issue p r ices 
as p r i ce q u o t a t i a i s for c e r t a i n centres ( i i i ) use of s ingle 
year as the base year and (iv) equal weights attached to a l l 
t h e weeks. In the Economic adv i se r ' s index niamber of wholesale 
p r i c e s for the centres se lec ted for ge t t ing the pr ice quotations 
for each commodity, indices were calcula ted for each cen t re by 
d iv id ing the weekly pr ice quotation by. the base year average 
p r i c e . In such computations, the wholesale p r i ce index for any 
commodity for a week being the simple average of the p r ice indi -
ces ca l cu la t ed for each cen t r e , i t woiid not t r u l y r e f l e c t the 
change in the pr ices received by the growers of a ccmmodity 
unless the number of centres se lec ted fron each s t a t e i s propor-
t i o n a t e to the quan t i t i e s of the commodity sold in tha t s r a t e 
and these are se lec ted on random sampling bas i s . 
METHODOLOGY 
In our ana lys i s , a i r main concern i s foodgrains pr ices 
though we have a l so analysed the behaviour of Sugar, Oar and 
oi lseeds p r i c e s . In foodgrains we have analysed the prices of 
ce rea l s and pulses separa te ly . Further among ce rea l s , we have 
analysed pr ices of two important items namely r i c e and wheat. 
In our analysis of ag r i cu l tu ra l pr ices our main concern 
i s t o See the general t rend and seasonal f luc tuat ions in ag r i -
c u l t u r a l pr ices and accordingly we have conducted a number of 
experiments en p r i c e s . For the sake of comparison in the move-
ment ot pr ices of d i f fe ren t crcps, we have ca lcula ted pa r i ty 
P r i c e s . In order t o work out the speed of change in the prices 
3 3 -
of d i f t e r e n t c r o p s , we n-:ivc. c a l u c l a t e d oercent-ige change over 
p r e v i o u s yea r . The hypo thes i s of a g r i c u l t u r a l p r i c e s being t h e 
p r i c e s e t t Or n--'ve been advanced by a number of r e s a a r c n e r s and 
many of them have a l s o specifif?a t n e foodgrains pr iced or even, 
going t u r t n e r , c e r e a l p r i c e s as t h e p r i c e s e t t o r of t he eccncjmy. 
Tovards an exammaLion of t h i s wide ly he ld viev/, t h e contr ibut ioTi 
of eac.i c -mp^ii'^nl ,-f ,-gri c u l t u r a l p r i c e s t o tne r e l e v a n t commoditv 
group or s u : - g r o u p p r i c e i nd i ce s has been ca lcu l - j t ed . This c n a l y s i : 
ha s been endeavoured t o ge t a break-down of changes in primary 
p roduc t index i n t o food a r t i c l e s and non-food a r t i c l e s in the 
second food a r t i c l e s i n d i c e s a r e broken down i n t o foodgrains and 
n o n - f o o d g r a i n s , and f i n a l l y the foodgra ins i n d i c e s are broken dov.!n 
i n t o c e r - a l s ( r i c e and wheat) and p u l s e s . Percentage ccotr lbuticen 
of a g;van group t o the change in genera l p r i c e have been ca l cu l a t ? 
by the follov;ing formula : 
P e r c e n t a g e c o n t r i b u t i o n of a given group t o tlie change in general 
p r i c e l e v e l = 
« 
•Veiqht of the orouo X chnnoe in the P r i c e index 
Weight of a l l commodities X change in t h e p r i c e 
of t h e group over previcxis vea.r y- .QQ 
i n d e x of a l l ccnmodi t ies over previous year 
For knowing t h e i n s t a b i l i t y of p r i c e s we have c a l c u l a t e d 
t h e c o e f f i c i e n t of v a r i a t i o n by tne fo l lowing formula : -
C o e H t c i e n t of v a r i a t i o n = ^ ^ g f i f t i r M f i " " ^ 1°° 
S tandard Devia t ion = /Sum of 
V Number 
t h e squares of d e v i a t i o n s 
from mean 
r of o b s e r v a t i o n s . 
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For knowing the associa t ion between the two var iab les , we 
have ca lcu la ted coe f f i c i en t of co r r e l a t ion by the following 
formula : -
Cor re la t ion coef f ic ien t = — ^ - ^ 
t*iere x = (X - X) 
y = (Y - Y) 
f = s tandard devia t ion of se r i e s X 
C = standard deviat ion of ser ies Y 
N = number of paired observat ions. 
We have a l so experimented with montitij'y p r ices with a view 
t o have an idea of seasonal f luc tua t ions . For t h i s purpose, we 
have constructed the monthly seasonal indices of some impor-
t a n t a g r i c u l t u r a l p r i ce indices v i z . foodgrains, ce rea l s , 
r i c e , wheat, o i l seeds , pu lses , sugar and gur. The extent of 
s easona l i t y of these indices have been measured through t h e i r 
s tandard deviations:, which i s in t h i s case equal t o coe f f i -
c i e n t of va r i a t i on . The seasonal indices have been ca lcu la ted 
i n t he following way : -
1. Total values of s imi la r months over the period have 
been ca lcu la t ed . 
2. These t o t a l values have been divided by the number 
of years . I t has given the monthly average fcr various 
months, 
3 . Average of t he monthly averages has been ca lcula ted 
« 
by dividing the total monthly average by 12. 
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4. t 'ercentages of various monthly averages to average 
of mcaithiy averages have been ca lcu la ted . This has 
glvesn the monthly seasonal ind ices . 
The seasonal p r i ce r i s e for each year can be estimated 
in th ree d i f f e ren t vgays. In t h e f i r s t Instance the difference 
between the lowest pr ice index of the month in the post-harvest 
Season and the highest p r ice index of the month in the p r e -
ha rves t period can be est imated. This wil l give the r i s e in 
the p r i c e index fron t rough t o peak in each year. This method 
may be objected t o aS showing excessive r i s e because t he 
troughs and peaks in individual years are e r r a t i c . Further 
s ince ne i the r the t r a a e r does a l l h i s s a l e or purchase in a 
s i n g l e mont:h. I t can be b e t t e r t o take an average of two or 
th ree months for est imating the seasonal p r i ce difference. 
So in the Second method we can take the average of the pr ice 
indices of three mcxiths arcxind the peak month and average of 
the p r i c e index of three months around the trough month. The 
seasonal p r i ce r i s e between these peaks and troughs can be 
c a l c u l a t e d . But these absolu te differences between the peak 
and trough pr ice indices for d i f t e r o i t years can not be used 
t o know the t rend in ex ten t of seasona l i ty over a period. 
Because a percentage change in I9b0-81 wil l bring large change 
In the p r i c e index as compared t o the change in p r i ce index 
brought by the same percentage change in 19 47-48, In order to 
get r i d of t h i s problem we have taken the r a t i o of three mcwiths 
average aroimd peak t o three monrhs average aroxmd trough for 
each year. 
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Since the a g r i c u l t u r a l p r ices have not behaved in a 
c o n s i s t e n t way and have increased qu i t e sharply over the period 
c a l c u l a t i o n of l i n e a r trend wi l l not give a s a t i s f ac to ry r e s u l t s . 
So we have f i t t e d the following exponoit ial equation t o rhe pr ice 
da ta of d i f fe ren t crops t o discern the t r e i d . Further we have 
adjusted the ac tua l data for trend in order t o Know price f luc-
t u a t i o n s in d i f f e ren t years , 
V b t 
Y = ae 
The estimated equation i s tiie lOg form of the above 
equation, 
iiogy = Loga + b t 
Y xs va r i ab le in question 
t i s time var iab le 
a i s in t e rcep t 
b i s coe f f i c i en t 
Adjusted J-nciex I'^ umber of i ' r ice of a commodity in a year 
Accioai p r i ce index of the commodity in the year „.Q. 
Trend value in the year 
A t h e o r e t i c a l l y proper expianaticai of the p r i ce level of 
ind iv idua l ccjitBTiodlties would be in terms of the demand and 
supply functions and sh i f t t h e r e i n . The model generally follow-
ed in t h i s respect cons i s t s of 3 equations as follows : t r i e d 
for example by George Stojkovic , 
1. George Stojkovic, "Market Models for Agricul tural products" 
in Harman O.A. Wold (ed) Bconcmetric Model Building -
Essays on the Casual Chain Approach, Amesterdam, 1964. 
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3 
-Tr-« ^P"i + bk + C supply r e l a t ion 
D N " - aP + b _Y_ ^ ^, Dgrnand re l a t ion 
r 
P = a" ( § ; - - ( ! ) ) b" Y — + C" p r i c J neohanism 
v^ere (1) Endogenov:© va r i ab le s 
S s Total Quantity prodxjced of the cotnmodity 
D as Total quant i ty ccnsiimed of the ccmmodity 
P SB Nomined market p r i ce , yearly average for t he 
coramijdity, 
Ui) Exogenous var iables 
y = Disposable National Income 
N c Population 
K s! Dummy var i ab le taking values o o r 1 and 
represent ing t h e war ef fec t . 
The advantage of t h i s model i s t ha t i t depicts pr ice mechanism 
by est imating the magnitudes of s t r u c t u r a l parameters l i k e i c i ce 
e l a s t i c i t y of demand, income e l a s t i c i t y of demand and e l a s t i c i t y 
of supply. 
In attempting such a model, the st5>ply r e l a t ion presents 
grave d i f f i c u l t i e s . One i s -tiie problem of i s o l a t i n g t he impact 
of s h i f t s in the function r e s u l t i n g from technological cnange, 
which can be roughly tackled by taking time as a var iab le t o 
r ep re sen t sxich a change, besides taking the p r i ce var iab le . 
The g r e a t e s t problem, however i s the problem of I so la t ing the 
impact of .feather which i f not takcled, leaves s igni f icant 
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p a r t Of va r i a t ion in production unexplained, especia l ly in a 
country l i k e India . Unfortunately, we do not have weather 
2 
indices for India . 
As such, we had t o be content with mul t ip le regrei>siuns 
with s ing le equations, through th i s approach i s t heo re t i ca l ly 
l e s s soph i s t i ca t ed . Based on economic reasoning, we Know 
c e r t a i n var iables t o be causa l ly r e l a t e d t o var ia t ion in pr ice 
l eve l which can be taken as explanatory or Independent variab-
l e s . We have given the r e l evan t equations In Cnapter 4. 
2. S t a l l i ngs has worked out such indexes for the United 
S t a t e s , James L, S ta l l ings weather Indices , J . F . E., 
February i960 (Vol. 42, No. 1). 
J:HAPTER-III 
AivIAijYSiS OF AGRICULTURAL PRICE BEHAVIOIR IN INDIA 
The p r i c e s of a g r i c u l t u r a l cQiiraodi t ies h a v e shovm an i n c r e -
a s i n g t r e n d f r o n 1947-48 t o 1983 -84 , % e r i s i n g t r e n d of p r i c e s 
s t a r t e d d u r i n g s e c o n d w o r l d v a r . VJholesale g e n e r a l p r i c e i n d e x 
i n c r e a s e d f r o n 1 0 0 . 3 i n Augus t 19 39 t o 137 .8 i n December 19 39, 
s i n c e t h i s r i s e i n p r i c e s was m o s t l y s p e c u l a t i o n o r i e n t e d i t 
b e g a n t o f a l l t o u c h i n g l o b . 4 i n ^ u g u s t , 1940. T n e r e a f t e r 
r i s i n g p r i c e s became a p e r m a n e n t f e a t u r e of t h e I n d i a n eccnomy 
t o u c h i n g t h e h e i g h t of 1 4 5 . 6 i n 19 4 5 - 4 6 . Maximtm p r i c e r i s e 
was r e a c h e d m t h e c a s e of a g r i c u l t u r a l c o m m o d i t i e s , vAiich 
w h o l e s a l e p r i c e i n d e x i n c r e a s e d from 127 .5 i n 19 39-40 t o 27 2 
i n 19 45-46 f o l l o w e d by p r i m a r y c o r r m o d i t i e s , which w h o l e s a l e 
p r i c e i n d e x i n c r e a s e d from 1 2 4 , 6 i n 19 39-40 t o 24b, 6 i n 19 4 5 - 1 6 . 
W h o l e s a l e p r i c e i n d e x of raw m a t e r i a l s i nc r r ea sed from i l d . b in 
19 39-40 t o 2 1 0 . 1 i n 19 4 5 - 4 6 . 
The behavioiar of a g r i c u l t u r a l p r i c e s i n I n d i a has n o t been 
u n i f o n n t h r o u g h t h e e n t i r e p e r i o d , b o t h w i t h r e s p e c t t o a i r e c t -
i o n and s p e e d . I t i s n e c e s s a r y t h e r e f o r e , t o c o n s i d e r them 
s e p a r a t e l y f o r each p e r i o d . O t h e r w i s e we may l e f t w i t h an 
i m p r e s s i o n of a s m a l l p r i c e - r i s e and i g n o r e ' i^^-t a b i l i t y c h a r a c t e r 
o f t h e i r b e h a v i o u r . P e r c e n t a g e c h a n g e o v e r p r e v i o u s y e a r t o r t h e 
w n o i e s a l e p r i c e i n d i c e s h a v e been c a l c u l a t e d f o r each y e a r and 
p r e s e n t e d i n t h e T a b l e 3 . 3 . The a n n u a l a v e r a g e p e r c e n t a g e change 
of t h e p r i c e i n d i c e s ove r d i f f e r e n t p e r i o d s h a v e a l s o been 
c a l c u l a t e d a n d p r e s e n t e d i n t h e T a b l e 3 . 5 , 
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PRE-PLAN-PERIOD : 
At the time of independence, pr ices (espec ia l ly food prices) 
were increas ing a t a rap id r a t e . The wholesale p r ice index of 
a l l ccmmodities increased by 22 percent from 1947-48 t o 194tt-4y. 
The pr ice index of primary a r t i c l e s increased by 23.49 percent. 
The p r i ce index of food a r t i c l e s increased a t a fas te r r a t e as 
compared t o the p r i ce index of non-food a'lrticles. The rapid 
inc rease in the pr ices of food a r t i c l e s was mainly because of 
the increase in the foodgrains p r ices , which increased by 32.0 
pe rcen t . Among the foodgrains, p r ice index of ce rea l s increased 
by 38.85 percent as ccmpared t o 98.27 percent decrease in the 
p r i c e index of pulses . Among ce rea l s pr ice index of wheat rose 
(81.14 Percent) qu i te sharply as compared t o the p r ice index of 
r i c e (34.75 pe rcen t ) . Prices of oi lseeds increased a t a r e l a t i v e l y 
slow r a t e . Price index of sugar increased by 38.76 percent as 
ccmpared t o 7.26 percent decrease in the p r i ce index of gur. 
In xhe next two years of the pre-plan period n^^ely 19 49-50 
and 1950-51, speed of r i s i n g pr ices of a l l the commodities (with 
the exception of pulses , o i l seeds and gur) slowed down, ir'rices 
of pulses increases pa r t ly , because of the decline in i t s p r i ces , 
in t h e previous year and p a r t l y because of the f a l l in i t s 
product ion. Pr ices of oi lseeds and gur did not increase sharply 
in the f i r s t year of the pre-pian period, because of r i s i n g 
foodgrains pr ices which made the poors unable t o pxarchase these 
i t ems . But in the l a t t e r year of the i^re-plan period pr ices of 
these Items increased qu i t e sharply p a r t l y because of the 
inc rease in the incane of the people and pa r t ly because of the 
r e l a t i v e l y slow speed of the foodgrains p r i c e s . 
T ; ^ b l ° - 3 4 . 
I n d e x N u m b e r o f . v h o i e s a i e P r i c e s i n I n r l i a . 
t l i a s e Vjl.'-ll = lO'i) 
F i n a n c i a l 
y e a r s 
A i l comr, P r i m a r y F o o d N o n - F o o d P o o d -
O d i t i e s . A r t i c l e s A r t i - A r t i c J . e s g r a i n s 
c l e s 
R i c o , n o - t 
W e i g h t s 
• / 
19 4 7 - 4 8 
l y 4 3 - 49 
I'd 4 9 - b 3 
19 5 0 - S l 
l i * 5 1 - S 2 
1 9 5 2 - b 3 
1 9 5 3 - 5 4 
19 5 4 - 5 5 
1 9 5 5 - 5 6 
1 9 5 6 - 5 7 
19 5 7 - 5 8 
1 9 5 8 - 5 9 
1 9 5 9 - 6 0 
19 6 0 - 6 1 
1 9 6 1 - 6 2 
19 6 2 - 6 3 
19 6 3 - 6 4 
1 9 6 4 - 6 5 
1 9 6 6 - 6 7 
1 9 6 7 - 6 8 
1 9 6 8 - 6 9 
1 9 6 9 - 7 0 
1 9 7 0 - 1 9 7 1 
1 9 7 1 - 7 2 
197 2 - 7 3 
1 9 7 3 - 7 4 
197 4 - 7 5 
197 5 - 7 6 
1 9 7 6 - 7 7 
1 9 7 7 - 7 8 
1 9 7 8 - 7 9 
1 9 7 9 - 8 0 
1 9 8 0 - 8 1 
1 9 S 1 - 8 2 
1 9 8 2 - 8 3 
1 9 8 3 - 8 4 
1 0 0 . 0 
3 5 . 7 
4 3 . 6 
4 4 . 7 
4 7 . 5 
5 0 . 4 
4 4 . 1 
4 6 . 2 
4 3 . 0 
4 0 . 8 
4 6 . S 
4 7 . 9 
4 9 . 8 
5 1 . 7 
5 b . 1 
5 5 . 2 
5 7 . 3 
6 0 . 9 
7 6 , 5 
7 2 . 7 
8 2 . 8 
9 2 . 4 
9 1 . 3 
9 4 . 8 
1 0 0 . 0 
1 0 5 * 6 
1 1 6 . 2 
1 3 9 . 7 
1 7 4 . 9 
1 7 3 . 0 
1 7 6 . 6 
1 8 5 . 8 
2 1 7 . 6 
2 5 6 . 9 
2 8 0 . 6 
2 6 3 . 4 
2 8 8 . 3 
3 1 5 . 3 
4 1 . 6 6 7 2 9 . 3 9 9 1 0 . 6 2 1 1 2 . 9 2 2 1 0 . 7 4 3 5 . 1 3 1 3 . 4 1 7 2 . 1 7 9 4 . 2 0 1 2 . 1 1 
3 3 . 2 
4 1 . 0 
4 2 . 4 
4 6 . 8 
4 3 . 8 
4 0 . 4 
4 2 . 3 
3 B . 3 
3 6 . 1 
4 1 . 9 
4 3 . 2 





5 3 . 8 
6 4 . 1 
7 0 . 4 
8 2 . 0 
9 2 . 4 
8 9 . 7 
9 6 . 2 
1 0 0 . 0 
1 0 0 . 9 
1 1 0 . 7 
1 4 1 . 8 
1 7 7 . 5 
1 6 5 . 8 
1 6 7 . 2 
1 « 3 . 8 
1 8 1 ; 4 
2 0 6 . 5 
2 3 7 . 5 
2 6 3 . 9 
27 4 . 3 
30 4 
3 3 . 8 
4 3 . 4 
4 4 . 0 
4 7 . 2 
4 6 . 2 
4 1 . 9 
4 3 . 1 
3 8 . 6 
3 6 . 1 
4 2 . 0 






5 4 . 4 
6 5 . 6 
7 1 . 1 
8 2 . 7 
9 7 . 8 
9 2 . 5 
9 7 . 5 
1 0 0 . 0 
1 0 1 
1 1 1 
1 3 6 
17 2 
1 6 3 
1 5 5 
1 7 3 
17 2 
1 8 5 
2 0 7 . 7 
2 3 4 . 6 
2 4 9 . 4 
2 8 2 . 9 
3 2 . 3 
3R.0 
4 0 . 1 
4 5 . 6 
5 n » 9 
3.••.9 
4 0 , 2 
3 7 . 3 
3 5 * 9 
4 1 , 7 
42 . -« 
41- . 99 
•44 .9 
5 2 . 7 
5 1 - . 3 
4 ' k 9 
5 2 ' . 0 
6 0 - . 4 
"en.. 6 
8 0 . - 2 
7 9 . 5 
8 3 . 0 
9 2 . 9 
1 0 0 . 0 
90 . .6-
' 1 0 7 . 5 
1 4 6 . 6 
-16 3 . V 
13 9 . 8 
"167 . -4 
178 . -0 
1 7 0 . 4 
-19 4.-6 
2 1 7 . 7 
- 2 3 9 . 5 
' 2 4 5 . ' 5 
2 B 2 . 9 
3 7 . 1 
4 9 . 0 
4 8 . 5 
5 1 . 4 
5 1 . 0 
4 B . 2 
4 6 . 5 
3 6 . 5 
4 5 . 0 
4 7 . 0 
5 1 . 2 
4 9 . 2 
4 9 . 3 
4 8 . 4 
5 1 . 0 
5 5 . 7 
7 0 . 4 
7 4 . 6 
8 8 . 4 
1 1 0 . 4 
9 7 . 2 
1 0 0 . 7 
1 0 0 . 0 
1 0 3 . 4 
1 1 9 . 5 
1 4 1 . 9 
1 9 5 . 8 
17 4 . 1 
1 5 2 . 7 
1 7 0 . 4 
1 7 2 . 6 
1 8 5 . 4 
2 1 6 . 7 
2 3 7 . 4 
2 4 ^ . 4 
27 3 . 3 
3 6 . 8 
5 1 . 1 
5 0 . 5 
5 3 . 3 
5 2 . 5 
49 . 0 
4 7 . 9 
3 ^ . 9 
3 7 . 0 
4 7 . 2 
4 9 . 4 
5 2 . 3 
5 1 . 0 
5 1 . 2 
5 0 . 1 
5 1 . 6 
5 6 . 1 
6 7 . 8 
7 3 . 3 
8 7 . 1 
1 0 3 . 5 
9 8 . 3 
1 0 0 . 9 
1 0 0 . 0 
1 0 1 . 9 
1 1 5 . 8 
1 3 4 . 8 
1 9 1 . 8 
17 2 . 6 
1 5 4 . 1 
1 6 1 . 3 
1 5 7 . 6 
17 3 . 3 
1 9 5 . 1 
2 1 6 . 8 
2 3 7 . 8 
2 ' 8 . 3 
3 2 . 3 
4 4 . 2 
4 5 . 5 
4 t J . 4 
5 0 . 0 
4 7 . i 
4 7 . 1 
37 . 0 
4 5 . 7 
4 y . 6 
4 9 . 9 
4:<. 8 
5 1 . 2 
4 9 . 7 
5 2 . 3 
5 8 . 9 
6 3 . 2 
6 7 . 9 
8 3 . 8 
9 9 . 6 
9 7 . 6 
9 7 . 6 
1 0 0 . 0 
1 0 3 . 0 
1 1 6 . 0 
1 4 0 . 0 
1 8 3 . 2 
1 7 8 . 8 
1 5 6 . 9 
1 6 2 . 0 
l 6 i . ) . 8 
l d 3 . a 
2 0 5 . 6 
2 2 6 . 0 
2 5 6 . 9 
2JU.7 
4U. J 
7 J . O 
5 4 . 4 
5 3 . 2 
5 1 . 0 
5 2 . 7 
'iS.'j 
3 1 . 6 
3 . ' i . l 
4 6 . 5 
4 G . ^ 
5 5 . 5 
5; i .7 
4 7 . 4 
4 7 . 9 
4 7 . 2 
5 0 . 7 
6 6 . 1 
7 1 . 5 
8 5 . 2 . 
10 2 . 4 
-'7 . 'J 
1 0 3 . 0 
100 ; o 
99 . b 
1 0 6 . 5 
1 0 8 . 2 
1 B 3 . 1 
1 5 ' J . 6 
1 5 2 . 0 
1 5 6 . 5 
1 5 3 . < ! 
1 6 0 . 7 
1 7 6 . 2 
I ' a . e 
2 1 4 . 1 
2 1 7 . 4 
3 0 . 6 
4 2 . 1 
4 4 . 3 
4 ' ; . -. 
1 1 . 1 
?x>. 7 
; ' H . T 
3 6 . 6 
3 7 . ,! 
-17. 1 
4 2 . 4 
4 2 . 1 
4 1 . 7 
4 '3 .7 
5 4 . 0 
" -0 .1 
7 9 . 6 
9 3 . 6 
1 3 6 . D 
» 2 . t; 
y J . b 
1 0 0 . U 
1 1 0 . 7 
1 3 7 . 9 
1 7 6 . 9 
2 1 5 . 7 
1 - n . 6 
1 4 5 . 7 
2 1 5 . ' . ' 
2 47 . 1 
2 4. ' . . 2 
3 2 3 . 2 
3 3 8 . 2 
J U 2 . 1 
3 4 6 . 7 
.7 
7 . ' 
T . 1 . , 1 
2 S . 5 
2 3 . 7 
3 3 . 3 
3 3 . 4 
3 '•>. 3 
3 7 . 4 
4 1 . 6 
4 3 . 4 
4 3 . 5 
4 3 . 9 
5 5 . 4 
6 7 , 1 
f34 .6 
8 1 . 0 
7 1 . 8 
9 0 . 6 
1 0 0 . 0 
3y . y 
1 0 0 . a 
1 5 7 . 6 
17 2 . 4 
1 2 5 . 8 
1. 5n . ^ 
1 '3 3 . 5 
1'3<;.'l 
1 0 5 . 7 
2 3 0 . 7 
2 5 3 . - J 
2 5 0 . 0 
30 2 . S 
43.'^. 
5n . 7 
5 ? . 
47 . ' 
4':'.. t 
6 1 . 2 
6 2 . ' ' 
6 '•. .; 
63.f . 
(<<-) , 3 
7 0 . r 
7 6 . 4 
7 7 . 4 
B 7 . 0 
^ 3 . 3 
1 0 0 . 0 
•9 9 . : ; 
1 0 0 . ^ . 
1 2 1 . 7 
1 5 2 . 7 
1 5 7 , 1 
1 6 9 , 7 
1 6 " , .. 
1 7 3 , 1 
1 5 9 , 4 
14G,(^ 
1 7 7 , 3 
2 ^ ' 0 . 4 
2'",7.- ' 
2 2 2 . 
73 3 .1 
•17 . 7 
• • . ' • . 1 
1 4 . 0 
•17.4 
•-" .1 
7 1 .0 
>• 0 . 1 
5 1 . 4 
7 0 . 4 
1 0 0 . 5 
•' ':•. 4 
7 4 . f i 
' •'. 4 
2 1 4 . 4 




70 G. 4 
7 3 3 . 1 
7 ^ 7 . -
I •!.>' 
14 . :' 
2 - ' . ' • 
3 3 7 . •• 
7 . r ' . 7 
33' .!•> 
s o u r c e 1 . 
2 . 
R e p o r t cTi c u r r e n c y a n d f i n ^ . n c e , v . 9 r i o u s I s s u e s , 7 . E . I . 
' W h o l e s a l e t r i c e s t a t i s t i c s ' I n I n d i a , l ' ->47- iy7 ,' /ol-l 
a n d I I P u b l i s h e d i n 1 9 7 8 b y E c o n c r n i c a n d C c i e n t i f x c Rc-^< 
F o v i n d a t l o n , New D e i n i . 
A g r i c u l t u r a l P r i c e s , G o v t , o f I n d i a . 
4 . B u l l e t i n on F o o d S t a t i s t i c s , G o v t , o f I n d i a . 
r c t i 
Table^'2 
Index Number of Aqrlcul tar"-^! Production 
(Base Triennlum ending 19 69^70 =100) 
F i n a n c i a l 
Y e a r s 
^veiqhts % 
Food-
g r a i n s 
6 8 . 1 
C e r e a l s 
6 0 . 1 




P u l s e s 
8 t l 
O i l -
s e e d s 
11.0 
S u g a r -
c a n e 
7 . 0 
19 49-50 
19 5 0 - 5 1 
1951 -52 
19 5 2 -53 
1 9 5 3 - 5 4 
1 9 5 4 - 5 5 
1 9 5 5 - 5 6 
1956 -57 
1 9 5 7 - 5 8 
1 9 5 8 - 5 9 
19 59 -60 
1 9 6 0 - 6 1 
1961-62 
19 6 2 - 6 3 
19 63 -64 
19 6 4 - 6 5 
19 6 5 - 6 6 
1966-67 
1 9 6 7 - 6 8 
1 9 6 8 - 6 9 
19 69-70 
5 9 . 3 
53 .67 
5 4 . 0 
5 9 . 9 5 
7 0 . 6 2 
6 8 . 3 7 
6 8 . 3 7 
7 1 . 6 3 
6 4 . 7 5 
7 7 . 4 5 
7 5 . 9 4 
8 1 . 3 7 
8 3 . 1 9 
7 9 . 2 2 
8 0 . 9 4 
8 9 . 4 2 
7 1 . 6 9 
7 3 . 4 1 
9 4 . 2 8 
9 3 . 3 9 
1 0 0 . 0 
5 6 .8 
5 1 . 9 
5 1 . 8 0 
5 7 . 5 9 
6 8 . 1 2 
6 5 . 0 3 
6 5 . 2 6 
6 8 . 4 4 
6 2 . 5 3 
7 3 . 7 2 
7 3 . 2 1 
7 8 . 5 5 
8 1 . 2 8 
7 7 . 1 9 
8 0 . 3 1 
8 7 . 7 5 
7 0 . 5 4 
7 3 . 5 5 
9 3 . 2 6 
9 4 . 1 1 
1 0 0 . 0 
6 2 . 5 
5 4 . 9 3 
5 6 . 3 1 
6 0 . 5 
7 4 . 1 2 
6 6 . 1 2 
7 1 . 3 7 
6 4 . 0 
6 6 . 0 6 
7 9 . 7 5 
7 8 . 8 1 
8 6 . 0 6 
8 9 . 0 
8 2 . 8 7 
9 1 . 8 7 
9 7 . 6 2 
7 6 . 1 2 
7 5 . 5 6 
9 3 .37 
9 8 . 2 5 
1 0 0 . 0 
3 3 . 6 
3 3 . 9 6 
3 1 . 5 5 
3 7 . 8 6 
4 0 . 3 2 
4 5 . 4 9 
4 4 . 1 1 ' 
47 .27 
3 9 . 8 1 
4 9 . 5 6 
5 1 . 3 4 
5 4 . 7 
6 0 . 0 7 
5 3 . 6 2 
4 9 . 0 2 
6 1 . 0 
5 1 . 8 7 
5 6 . 6 8 
8 2 . 2 8 
8 6 . 9 2 
1 0 0 . 0 
8 4 . 3 
7 7 . 0 3 
7 6 . 2 
8 3 . 2 8 
9 4 . 4 1 
9 9 .89 
9 9 . 7 9 
10 3 .60 
8 7 . 1 6 
1 1 4 . 6 
1 0 1 . 8 
1 0 8 . 7 
10 2 . 4 
9 9 . 3 
8 5 . 3 
1 0 6 . 3 
8 2 . 8 6 
7 1 . 8 
10 4 . 1 
8 6 . 2 
1 0 0 . 0 
6 5 . 8 
6 4 . 8 
6 4 . 0 8 
6 0 . 1 4 
6 8 . 2 3 
8 0 . 6 7 
7 1 . 4 5 
7 9 . 1 5 
7 8 . 3 
9 0 . 0 1 
8 2 . 4 
8 8 . 1 
9 2 . 1 2 
9 3 . 1 8 
8 8 . 5 
1 0 9 . 5 
8 2 . 4 
8 2 . 6 4 
1 0 6 . 3 
9 0 . 2 
1 0 0 . 0 
60 .0 
6 8 . 2 
7 3 . 6 8 
6 0 . 9 6 
5 7 . 7 
6 9 . 5 3 
7 1 . 8 8 
8 2 . 3 2 
82 .89 
8 4 . 9 
9 1 . 9 8 
110 .40 
10 4 . 1 
9 1 . 5 
1 0 3 . 5 6 
1 2 0 . 8 4 
1 1 7 . 1 2 
9 1 . 9 8 
9 4 . 7 4 


























































































































Source : 1. Report en currency and Finance, various Issues , K.B.I, 
2. Bul le t in on Food S t a t i s t i c s Govt, of Ind ia . 
3 . Agricuitxaral S i tua t ion In India , Govt, of India. 
4. i:fconanfiic Survey Govt, of Ind i a . 
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At the time of independence there v/as overal l shortage of foodgral-
ns and other agricul t t j ra l ccmmodltles. T^e p a r t i t i o n of the country 
led t o an uneven d i s t r i b u t i o n of area and population and thus accen-
tua ted the s t r a in s in the econouy through a reduction xn supply of 
food and other a g r i c u l t u r a l commodities. There were ser ious d i s t u r -
bances during the immediate p o s t - p a r t i t i o n period v*iich resu l t ed in 
economic d i s loca t ion and consequent adverse ef fect on indus t r i a l and 
a g r i c u l t u r a l production as well as t r a d e . The na tura l impact of such 
development was bound t o be in f l a t iona ry . 
P a r t i t i o n increased I n d i a ' s dependence on imported foodgrains 
by seven t o e i ^ t lakhs tionnes on one side and on t h e other hand i t 
became very d i f f i c u l t a f t e r p a r t i t i o n t o maintain food control and 
r a t i o n i n g so the govt, decided to decontrol foodgrains towards the 
c l o s e of 19 47, v^icn was responsible for aggravating the inf la t ionary 
p res su re in the econany. However,the Govt.again reimposed cont ro l in 
order t o check the r i s i n g p r i ces , as a r e s u l t foodgrains pr ices in 
the l a s t two years of the pre-plan period increased a t a r e l a t i v e l y 
slower r a t e . 
The populat ion was growing a t a more ra^id r a t e than ever before. 
The increase in inccme r e su l t i ng from programmes of eccmunic develop-
ment and grea ter anployment opportuni t ies was bound t o lead t o rapid 
i nc r ea se in demand for foodgrains. Besides the inheren t shortage, the 
coxintry faced a succession of crop f a i l u r e* in the f i r s t four years 
of t h e independence. Devaluation of Indian rupee a l so aggrevated 
the s i t u a t i o n . 
Table- 3.3 
Annual Percentage Change In the I'Jholesale Pr ice Index. 
•"*• All coiwno- Prima- Food Norv-Food Food Cereals Rice A e a t Puises o i l seeds 
d l t i e s r y Ar t A r t l A r t i c l e s g r a -
I c l e s c l e s i n s 
"ugar Oiir 
1947-48 
l94a-49 22.12 23.49 28.40 17.64 32.0 
1949-50 2.52 3.41 1.38 5.53 -1 .02 
1950-51 6.26 10.37 7.27 13.71 5.97 
1951-52 6.16 4.27 - 2 . 1 1 11.62 -0 .77 
1952-53 - 1 2 . 5 -17 .21 -9 .30 -27.30 - 5 . 4 9 
1953-54 4.76 4.70 2.B6 8.94 - 3 . 5 2 
1934-55 - 6 . 9 2 -9 .46 -40 .44 -7 .21 _?1.50 
1955-56 - 5 . 1 1 - 5 . 7 4 -6 .47 -;<.75 - 3 . 5 6 
1956-57 13.97 16.07 16,34 16.15 27.8^ 
1937-58 3.01 3.10 3.57 1.19 4.44 
1958-b9 3.96 5 . >6 0.51 - 0 . 7 i ft.'''? 
1959-60 3.81 3.07 1.18 7.15 -3 .90 
19 60-61 6.57 3 . b3 0.42 17.37 0.20 
1961-62 0 .18 -O.OOZ 0 .83 - 2 . 6 5 -l.«i2 
1962-63 3.80 3.23 5.97 -2 .72 5.37 
1963-64 6.28 5.28 5.83 4.21 9.31 
1964-65 10.83 19.14 20-58 16.Ig 26.39 
1965-66 7.70 9.82 8.38 13.58 5.96 
1966-67 13.06 16.48 16.31 16.9l IB.49 
1967-68 12.40 12.68 18.25 -0 .87 24.88 
1968-69 -1 .19 - 2 . 9 2 - 5 . 4 1 4.40 -11 .95 
1969-70 3.83 7.25 5.40 11.92 3.60 
1970-71 5.48 3.95 2.56 7.64 -0 .69 
1971-72 5.60 0.009 0 .01 - 1 . 4 3.4 
l97a-73 0 .03 0.09 10.08 9.03 15.5 
1973-74 20.22 28.09 22.73 36.37 18.74 
1974-75 25.19 2b.18 25.98 11.66 37.98 
1*975-76 -1 .08 - 6 . 5 9 - 4 . 9 3 -14.54 -11 .08 
1976-77 2.08 0.84 -6.29 19.74 -32.29 
1977-78 5.20 9 .93 13.24 6.33 11.59 
1978-79 0.0 -1 .30 - 0 . 6 9 -4 .26 1.29 
1979-80 17.11 13.84 8.23 14.20 7.41 
1930-81 18.06 15.01 11.41 11.87 16.8B 
1931-82 9.49 11.12 12.84 10.01 9.55 
1982-83 2.48 9 .25 6.31 2.00 4.63 
1983-84 9 .36 5.44 13.43 15.70 10.02 
Mean 6.24 6.47 6.47 6.82 6 .46 
S'O. 7.9S 9.55 9.71 11.20 13.03 
C.V. 127.39 147.63 150.19 164.18 201.53 
38.85 34.75 SI.14 -S. 27 8.36 38.76 -7 .26 
-1 .17 2.94 25.47 -0 .51 18.79 -13.05 59.74 
5.54 6.37 2.20 9.06 10.73 - 3 . 9 9 28.24 
-1.50 3.30 - 4 . 1 3 5.22 -8 .92 4 . 5 5 - 3 1 . 8 5 
-6 .66 -5 .40 3.33 2.25 -22 .12 -3 .97 -33.08 
- 2 . 2 4 -0 .42 - 7 . 7 7 , 8 . 6 0 23.74 -0 .98 41.01 
-16 .91 -17.10 ^^/i^oj 3 5 . 5 0 - 2 5 . 8 7 5 . 3 7 - 1 3 . 1 8 
- 4 . 8 3 -'•..m -3 .78 5.61 -7 .05 - 9 . 6 4 - 2 9 . 4 4 
27.56 23.5 19.94 29.78 40.50 0 .4 15.48 
4.66 8.53 -0 .64 2.18 0.30 16.25 7.72 
'•,.8'i 0.60 :>n.j2 -i^.O^ '..C8 0.67 21.94 
- 2 . 4 ^ -0 .20 -^..64 -9 .97 5.94 2.28 22.83 
0.39 2.81 -6 .50 0.70 11.22 2.87 -l'",.35 
2.15 3.93 1.05 0 .95 4.32 - 1 . 2 -14.47 
2.99 5.2'! -1 .00 16.78 0.23 4©. 40 36.96 
8.72 12.61 7.41 10.88 0.19 20.^-f 42.75 
20.85 7.30 30.37 48.33 26.19 8.21 -5 .07 
8.11 7.43 8 . 1 6 - 0 . 6 2 21.11 1.57 21.80 
18.82 23.41 19.16 17.58 26.08 6.70 33.24 
18.82 18.85 20.18 45.83 - 4 . 2 5 12.68 115.60 
-5 .02 - 2 . 0 -4 .39-32 .0 - 1 1 . 3 3 8.03 -5 ,17 
2.64 0 5.20 7.32 26.13 -O.P -51.30 
-0 .89 2.45 - 2 . 9 0.40 10.37 0.10 1.0 
1.9 3.0 - 0 . 5 10.7 -10 .1 21.7 52.4 
13.67 12.62 7.03 27.2 12.12 25.47 33.46 
16.40 20.86 1.59 39.0 56.34 2.88 1.47 
42.28 30.67 69.2 21.93 9.39 9.02 0.96 
-10.01 -2 .40—42.83 15.80 -27.03 -0 .47 11.85 
-10 .71 ~i2.24 -4 .76 19.76 19.87 2.48 o.oi 
4.67 3.25 2.96 47.40 21.68 -7 .91 -16.87 
-2 .29 - 0 . 7 4 -1.72 14.82 -13.40 -8 .03 -2 ' ' . 0 ' ' 
9 .96 14.30 4.48 -1 .17 16.86 20.94 75.30 
1-2.57 U . 8 6 9.64 32.35 24.23 41.22 29.67 
11.12 9.92 8.74 4.79 10.05 2.99 -26.20 
9 .68 13.67 25.83 40.80 - 1 . 5 3 / " ' ^ ' ' ' ^ -3.57 
8.62 13.15 1.54 14.76 21.0 4.76 41.11 
6.45 6.95 8.21 8.49 8-35 5.66 10.42 
12.65 11.01 19.98 IV.55 17.88 14.30 ^ ' ' • 5 * 
196.15 158.15 242.54 230.28 214.13 252.52 331.55 
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By t h e f i r s t q u a r t e r of 19 50-51 t h e i n t e r n a t i o n a l f a c t o r s came 
t o p l ay an impor t an t p a r t in t h e p r i c e r i s e fo l lovdng t h e commerffie-
ment of Korean war in June 19 50, There v/as a sudden s p u r t of specu la -
t i o n and f e v e r i s n s t o c k p i l i n g prograrrmes and t h e p r i c e s of raw 
m a t e r i a l s e n t e r i n g world t r a d e shot up by t h e middle of June , 1950. 
P r i c e of foodgra ins a l s o r o s e because of t h e compet i t ion fron t h e 
commercial c r o p s . 
FIRST PLAN 
The f i r s t p l an was s t a r t e d wi th t h e o b j e c t i v e of removing 
d i s e q u i l i b r i u m i n genera l and removing food sho r t age i n p a r t i c u l a r . 
Accord ingly more a t t e n t i o n was given t o a g r i c u l t u r e . However, 
e f f o r t s of p l a n n e r s were f u l l y supplemented by good monsoon dur ihg 
t h e p lan p e r i o d . A g r i c u l t u r a l p roduc t ion t a r g e t s were achieved and 
in many ca se s a c t u a l p roduc t ion was more than t h e t a r g e t , with t h e 
r e s u l t p r i c e s d e c l i n e d dur ing t h e f i r s t p l a n . 
Average annual d e c l i n e i n t h e p r i c e index of a l l commodities 
d u r i n g t h e plan per iod was 2.73 pe rcen t in ccmpar is ion of t h a t , t h e 
p r i c e index of pr imary a r t i c l e s d e c l i n e d by 4.68 pe rcen t , almost equal 
t o the two t imes d e c l i n e in t h e a l l conmodi t ies p r i c e i ndex . Average 
annual f a l l in the p r i c e index of food a r t i c l e s was more as compared 
t o xhe average annual f a l l in t h e p r i c e index of ncn-food a r t i c l e s . 
P r i c e s of food a r t i c l e s d e c l i n e d more because of t h e f a l l in the food-
g r a i n s p r i c e s , which r e g i s t e r e d an average annual d e c l i n e of almost 
equa l t o t h e t h r e e t imes of t h e average annual d e c l i n e in t h e p r i c e 
i ndex of a l l commodi t ies . Average annual d e c l i n e in t h e p r i c e index 
of f o o d g r a i n s , c e r e a l s and wheat was aluiost s i m i l a r , taut i n the case 
of r i c e i t was r e l a t i v e l y low mainly because of r e l a t i v e l y slow 
- 4 3 -
i nc r ea se in i t s production and high demand because of being "the food 
of poors . Average annual decl ine in the pr ice index of gur was equal 
t o two times of the average annual decl ine in the pr ice index of 
foodgrains . Average annual decl ine in the p r i ce index of oilseeds 
was 8.0 4 percent which was more than t h a t of the pr ice index of the 
foodgrains . 
However decl ine in the p r ice index of ccmtnodities as well as group 
of conmodities was not same in a l l the years of t he f i r s t plan. 
Maximum f a l l in the pr ice index of foodgrains v.'as in 19 54-55, -^en 
i t declined by 21.50 percent . Prices of other commodities also dec l in-
ed considerably in l954-b5. Ft ice index of c e r e a l s declined by 16.99 
pe rcen t . Pr ice index of pulses declined by 35.bO percent . Among the 
c e r e a l s pr ice index of r i c e declined by 17.40 percent and pr ice index 
of wheat declined by 19,0 percent . As a r e su l t of the decline in the 
p r i c e s of foodgrains p r ice index of food a r t i c l e s declined by 10.44 
percent as compared t o 7.21 percent decl ine in the pr ice index of 
non-food a r t i c l e s . Primary a r t i c l e s pr ice index declined by 9,46 
Percent , mainly because of the decline in the food a r t i c l e s p r i ces . 
However pr ice index of oi lseeds a l so declined by 25.87 percent, but 
here we have t o remember tha t i t s prices increased in the previous 
year by 23.74 percent . Likewise p r ice index of gur decreased by 13.18 
percent but i t s ; , p r i c e index too increased by 41.01 percent in the 
previous year. So the sharp decl ine in the pr ices of oilseeds and gur 
was mainly because of the increase in t h e i r p r i ces in the previous 
y e a r . 
:vhile the p r i ce index of primary a r t i c l e s declined in 1954-55 
mainly because of the decline in the p r i ce index of food a r t i c l e s , 
i t s p r i ce index declined in the second yenr of the plan, mainly because 
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of t h e pr imary a r t i c l e s dec reased by 17,21 p e r c e n t in t h e seccjnd yea r 
Of t h e p l an and p r i c e index of t h e non-food a r t i c l e s decreased by 
27.50 p e r c e n t as compared t o 9.30 p e r c e n t dec rease In the pr ice index 
Of t h e food a r t i c l e s in the second year of t h e p l a n . But over the plan 
P e r i o d , we f ind t h a t p r i c e index of a l l ccmmodities and primary a r t i -
c l e s d e c l i n e d mainly because of t h e d e c l i n e in t h e p r i c e index of food 
a r t i c l e s and more s p e c i f i c a l l y , because of t h e d e c l i n e in the p r i c e 
i n d e x of food g r a i n s . 
SECOND PL.^ N 
Second plan was s t a r t e d a f t e r t h e saJblsfactory performance of the 
f i r s t p l an e s p e c i a l l y on the a g r i c u l t u r a l f r o n t . P lanners went for 
i n d u s t r i a l i s a t i o n in the second p lan , as a r e s u l t ftuge investment was 
made and inccme was genera ted in t h e economy, which e v e n t u a l l y i n c r e -
a s e d t h e demand for food a r t i c l e s as well as non-food a r t i c l e s . A 
spurt in p r i c e s occured in the very f i r s t year of t h e second p l an and 
maximim i n c r e a s e was recorded in t h e c a s e of food a r t i c l e s p r i c e s , 
which i n c r e a s e d by 16.34 p e r c e n t as compared t o 16,15 p e r c e n t i nc r ea se 
i n t h e p r i c e index of non-food a r t i c l e s , as a r e s u l t of the r ap id 
i n c r e a s e in t h e p r i c e s of food a r t i c l e s and non-food a r t i c l e s , p r i c e 
i ndex of pr imary a r t i c l e s i n c r e a s e d by 16.07 p e r c e n t and consequent ly 
p r i c e index of a l l cormiodities i n c r e a s e d by 13.97 p e r c e n t . Among the 
food a r t i c l e s p r i c e index of foodgra ins i n c r e a s e d by 27.84 p e r c e n t 
and among t h e foodgra ins the p r i c e index of c e r e a l s i n c r e a s e d by 
27 .56 p e r c e n t as compared t o 29.78 pe rcen t i n c r e a s e in the p r i c e index 
of p u l s e s . Among t h e c e r e a l s p r i c e index of r i c e i n c r e a s e d sharp ly as 
compared t o the p r i c e index of wheat mainly because of t h e 10.32 pe r 
c e n t d e c l i n e in t h e p roduc t ion index of r i c e and heavy import of vAiea 
P r i c e index of o i l s e e d s i n c r e a s e d by 40.50 p e r c e n t , i t was because of 
t h e 11.42 p e r c e n t d e c l i n e in the product ion index of o i l s e e d s in t h e 
p r e v i o u s y e a r . I n compar i s ion of o i l s e e d s p r i c e of gur inc reased 
r e l a t i v e l y s lowly, p r i c e index of which i n c r e a s e d by 15.48 p e r c e n t . 
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However/ the tenpo of t h i s Increase m the prices in the f i r s t 
year of the plan did not renain same in the subsequent years of the 
plan. In fact: price index of foodgrains declined in the fourth year 
of the plan by 3.90 percent, but since the prices of other cororaodities 
were increasing q\iite sharply as a resu l t price Index of the food 
a r t i c l e s did not decrease and in fact i t increased by 1.48 percent. 
Tne decline in the foodgrains prices was mainly because of the incre-
ase in i t s production in the th i rd year of the plan, index of which 
increased by 19.61 percent In the th i rd year of the plan. Among the 
foodgrains, production index of pulses increased by 31.48 percent as 
ccropared t o 17.89 percent increase in the production index of cereals 
as a resu l t prices of pulses declined more than the prices of cereals 
in the next year. Among the cereals the production index of wheat 
increased by 24.49 peixrent as ccrapared to 20.72 percent increase in 
the prodxiction xndex of r ice, as a resul t the fall in the price index 
of the wheat was more as compared t o the fall in the price index of 
r i c e . 
The average annual increase in the price index of a l l canroodities 
was 6.26 percent during the plan period. The average annual increase 
in the price index of primary a r t i c les was 6,66 percent. However th is 
increase in the prices of primary ar t ic les was mainly because of non-
food a r t i c l e s , prices which price index registered 8.23 percent 
average annual increase as compared to 6,06 percent average annual 
Increase in the price index of food a r t i c l e s . So the role played in 
the f i r s t plan by foodgrains prices in leading tlie agrictaltural prices 
and in turn general price level was takai over by the non-foodgrains 
and non-food a r t i c l e s . Average ainuai increase in the price Index 
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of foodgra ins was 7.50 p e r c e n t . Among foodgra ins , p r i c e index of 
c e r e a l s r ecorded 7,20 percen t average annual i n c r e a s e as conpared t o 
y , 4 4 Pe rcen t average annual i n c r e a s e in t h e p r i c e index of p u l s e s . 
Among c e r e a l s average annual i n c r e a s e i n t h e p r i c e index of i ^ e a t was 
lower a s compared t o the average annual i n c r e a s e i n t h e p r i c e index 
of r i c e . This was p a r t l y because , t h e average annual i n c r e a s e i n t h e 
p r o d u c t i o n of wheat was g r e a t e r a s ccmparad t o t h e average annual 
i n c r e a s e in xhe p roduc t ion of r i c e , and p a r t l y because import of wheat 
was q u i t e l a r g e as compared t o that- of of r i c e . Average annual i n c r e a s e 
in t h e p r i c e index of o i l s e e d s and gur was 12.7 2 p e r c e n t and 10.52 
p e r c e n t r e s p e c t i v e l y , vrfilch was q u i t e h ig^ a s conpared t o foodg ra in s . 
Th i s i n c r e a s e in t h e p r i c e s of o i l s e e d s and gxir was recorded , i n s p i t e 
of t h e f a c t t h a t average annual i n c r e a s e i n t h e p roduc t ion index of 
o i l s e e d s was 4.62 percent , and t h a t of in t h e p roduc t i en index of 
s u g a r c a n e was 9 .18 p e r c e n t , Vtiich e x p l a i n s t h a t p r i c e s of o i l s e e d s and 
gu r i n c r e a s e d mainly because of t h e i n c r e a s e in t h e i r donands, 
A remarkable f e a t u r e of t h i s pe r i od was t h a t foodgra ins p r i c e s rose 
m o d e r a t e l y . Th i s may be bucause supply (augmented by import) more or 
l e s s kep t pace with demand. Of course between 1955-56 and 1956-57 fooc3-
g r a i n s p r i c e s r o s e a t a very r a p i d r a t e of 27,84 p e r c e n t . This p r i c e 
r i s e c o u i d as well have been due t o p a r t l y t h e s t a g n a t i o n in product ion 
d u r i n g t h e prev ious year and p a r t l y i t cou ld have been in t h e n a t u r e of 
a c o r r e c t i c n t o t h e depressed p r i c e s in t h e p a s t , 
THIRD PLAN : 
In t h e t h i r d plan c o n s i d e r a b l e r e sou rces were a v a i l a b l e t o 
a g r i c u l t u r e , but i t was an u n f o r t u n a t e p lan as Indo-Pak and Indo-China 
- 47-
war took place during th is plan. In addition to th is the l a s t year of 
the plan was a drought year, as a resu l t prodictlon of a l l the cawno-
d i t i e s in this year declined considerably. 
Though prices increased fron the f i r s t to the l a s t year of tiie 
plan, the 19 64-65 was exceptionally bad year, prices increased quite 
sharply in th is year. Price index of a l l ccmmodities increased by 
10.83 percent and the price index of primary a r t ic les increased by 
almost equal to the two times Increase in the price index of a l l cawno-
d i t i e s . The rapid increase in the prices of primary ar t ic les was mainly 
because of the increase in the price index of food a r t i c l e s %fhich 
increased by 20,58 percent as compared to 16,15 percent increase in the 
p r ice index of non-food a r t i c l e s . Among the food a r t i c l e s , price index 
of foodgrains increased by 26.19 percent, Ptice index of oilseeds 
increased by 26,19 percent bvtt price index of gur declined by 5.07percent 
gur priced declined because of the sharp increase in i t s price index in 
the previous two years by 36.96 percent and 42.75 percent respectively. 
Among the foodgrains price index of cereals increased by 20.85 percent 
as compared to 48.33 percent increase in the price index of pulses. 
Pulses prices increase mainly because of the continuous, fall in i t s 
production in the previous three years. However, among cereals price 
index of wheat increased by 30.37 percent as compared to 7.30 percent 
increase in the price index of r i ce . The sharp increase in the prices 
Of wheat can be at tr ibuted to the fa l l in i t s production in the previous 
two years. 
The average annual increase m the price index of a l l contnodities 
was 5.88 percent as ccampared to 7.49 percent increase in the price 
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index Of primary a r t i c l e s . Increase in the pr ices of primary a r t i -
c l e s was mainly because of the rapid increase in the food a r t i c l e s 
p r i c e s , which reg i s te red 8.31 percent average annual increase as 
compared t o 5,71 percent average annual increase in the p r i ce index 
Of non-food a r t i c l e s . So unl ike tiie second plan, the pr ices of food 
a r t i c l e s increase sharply as conpared t o the p r i ces of non food a r t i -
c l e s . The rapid increase in the pr ices of food a r t i c l e s was mainly 
because of the increase in foodgrains p r i c e s , viiich reg i s t e red 9,02 
pe rcen t average annual increase . Pulses p r ices conpared t o cereals 
were more responsible for the sharp increase in foodgrains p r ices , 
as p r i c e index of pulses r eg i s t e red 14.88 percent average annual incre-
ase compared t o the 8,50 percent average annual increase in the p r ice 
index of c e r e a l s . The average annual increase in the p r i ce index of 
wheat was 9.10 percent as conpared t o tiie 5.^3 percent average annual 
inc rease in the p r ice index of r i c e , vheat p r ices rose more than r i ce 
p r - c e s , i n s n i t e ot the facx: t h a t average annual decl ine in tho protiuct-
ion incex of ricr? was more than tfie average annual decl ine in the 
pro uction inde-: of vticnt. An expi.-^.nation of i t may be t h - t , 
though th-- av,;_r5.g.' annual decl ine in the pro]uction index of r i c • '.-.'"is 
more than the avorage annual declin-c' in the pro-uct ion index of 'Aiv-?nt, 
but average annual decl ine in the production index of wheat hns been 
because of the f a i l in the production of wiieat in three years of the 
plan ap conpared t o the average annual decl ine in the production 
index of r i c e xvrhich has been because of the f a l l in the production 
Of r i c e in two years of the plan and subs tan t ia l p a r t of tha t fa l l 
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was i n t h e l a s t yea r of t h e p l a n , v*iich cou ld n o t have I t s f u l l 
impac t on c u r r e n t p r i c e s . So p r i c e s of wheat i n c r e a s e d more cons -
i s t e n t l y and r a p i d l y as con^ared t o r i c e , E*rices of o i l s e e d s a l s o 
i n c r e a s e d q u i t e s h a r p l y over t h e plan pe r iod , p r i c e index of which 
r e g i s t e r e d 10.55 p e r c e n t average annual i n c r e a s e . Average annual 
i n c r e a s e in t h e p r i c e index of gur was 7 .67 p e r c e n t . 
VAiat d i s t i n g u i s h e d t h e t h i r d p l an fron t h e socond p l a n i s t h a t 
though both of them were i n f l a t i o n a r y * t h e r a t e of i n c r e a s e i n p r i c e s 
i n t h e t h i r d p lan was very f a s t and unprecedented . Also t h e a g r i -
c u l t u r a l p r i c e s were for the f i r s t t ime in t h e p lan pe r iod , ab le t o 
c l e a r l y ove r t ake t h e r e s t of p r i c e s , 
ANNUAL FLAWS : 
S i t u a t i o n a t t h e end of t h i r d p l an was so bad t h a t p l a n n e r s 
dropped t h e idea of s t a r t i n g t h e four th plan and r ep laced i t by 
annual p l a n s . However, t h e very f i r s t annual p l a n was a drought yea r 
bu t wfeather was r e l a t i v e l y good dur ing t h e next two p l a n s . Owing t o 
d rough t p r i c e s of commldi t ies a s well as group of carrroodities i n c r e -
ased r a p i d l y in t h e f i r s t annual p l a n . P r i c e index of a l l commodities 
I n c r e a s e d by 13.06 p e r c e n t r P r i c e index of pr imary a r t i c l e * inc reased 
by 16,48 p e r c e n t . However, t h e i n c r e a s e in t h e p r i c e s of food a r t i -
c l e s and non-food a r t i c l e s was a lmost same. The p r i c e index of food 
a r t i c l e s i n c r e a s e d by 16.31 p e r c e n t as compared t o 16.94 p e r c e n t 
p r i c e 
I n c r e a s e i n the^^lndex of ncn-food a r t i c l e s . Among t h e food a r t i c l e s 
p r i c e index of foodgrains I n c r e a s e d by 18.49 p e r c e n t . Among foodgrain; 
of 
p r i c e i n d e x Z . c e r e a l s i n c r e a s e d by 18.82 p e r c e n t as compared t o 17,58 
p e r c e n t i n c r e a s e - i n t h e p r i c e index of p u l s e s , P r i c e index of r i c e 
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Increased by 23.41 percent as compared t o 19,16 percent increase 
in the p r i c e index of wheat. The r e l a t i v e l y rapid increase in the 
p r i c e s of r i c e can be a t t r i b u t e d t o production, index of which 
decl ined by 0.7 3 perce:it as compared t o 9.27 percent increase in 
t h e production index of wheat. Pr ice index of o i l seeds increased by 
26,08 percent and p r i ce index of gur increased by 33.24 percent . 
P r i c e index of sugar increased by 6,7 percent , which was qu i t e low 
in the coraparision of gur pr ice* Prices of food a r t i c l e s increased 
q u i t e sharply in the second annual plan too . The p r i ce index of non-
food a r t i c l e s declined by 0.87 percent aS compared to 18.25 percent 
i nc rease in the p r ice index of food a r t i c l e s . I t seems t h a t r i s ing 
food pr ices led the people t o c u r t a i l t h e i r consumption of non-food-
a r t i c l e s , as a r e s u l t i t s pr ices did not increase . The foodgrains 
p r i c e index increased by 24.«8 p e r c o i t and among foodgrains the pr ice 
index of pulses increased by more than two times the increase in the 
p r i c e index of c e r e a l s . UnilKe the f i r s t annual plan p r i ce of wheat 
Increased more than the p r i ce of r i c e . However t h e rapid increase m 
t h e pr ices of r i c e and v*ieat was mainly because of the fa l l in t h e i r 
production in the previous two yea r s . P r i ce Index of oi lseeds 
dec l ined by 4.25 percent , owing t o 28.63 percent increase in i t s 
production index. The maxinrum increase was r eg i s t e r ed in gur pr ices , 
percent 
which p r i ce index increased by 115.69 percent , ^he 21.46^decrease 
in the p r i c e index of sugarcane in the previous year seems -to be 
respons ib le for the rapid increase in gur p r i c e s . Prices of a l l the 
conmodities declined in the t h i r d annual plan. The f a l l in the prices 
was mainly because of the f a l l in the foodgrains p r i ces , p r i ce index 
of wnich declined considerably owing t o green revolu t ion . 
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i ' r i ce s ro se q u i t e s h a r p l y dur ing t h e annual plans as compared 
t o t h a t of t h i r d p l an . The average annual i n c r e a s e in t h e p r i c e 
i n d e x of a l l t h e conmodi t ies as wel l as group of commodities 
( e x c e p t p u l s e s and o i l s eeds ) has been h igher in annual p l ans as 
compared t o t h e average annual i n c r e a s e in t h e p r i c e index of 
commodities as we l l as group of coromodities in t h i r d p l an , while 
p r i c e s r o s e s h a r p l y dur ing annual p l a n s as compared t o t h e t h i r d 
p l a n , average annual change i n t h e p roduc t ion was n e g a t i v e , fo r 
a lmos t a l l conBnodities i n t h i r d plan a s conpared t o q u i t e h igh and 
t h e p o s i t i v e average annual change in t h e p roduc t ion inde* of ccmmo-
d i t i e s i n annual p l a n s . I t sugges t s t h a t t h e remarkable i n c r e a s e 
i n t h e p roduc t ion dur ing annual p l ans was n o t ab l e t o i n f l u e n c e 
p r i c e s much. The p r i c e s dur ing t h e annual p l ans i n c r e a s e d , mainly 
because of t h e i n c r e a s e in demand r e s u l t i n g from t h e huge expen-
d i t t i r e by t h e gov t , du r ing t h i r d p l a n . P r i c e s dur ing t h i r d p l an 
were n o t a b l e t o i n c r e a s e f r e e l y because of t h e r e s t r i c t i v e p o l i c i e s 
of t h e gov t . 
FOURTH PLAN : 
The four th p l an s t a r t e d a f t e r t h e remarkable i n c r e a s e in t h e 
p r o d u c t i o n of some ccmmodl t ies , as a r e s u l t of g reen r e v o l u t i o n . 
P r i c e index of conmodi t ies i n c r e a s e d r e l a t i v e l y s lowely and even 
d e c l i n e d in t h e c a s e of sane ccmmodl t ies , i n t h e f i r s t year of t h e 
f o u r t h p l an , ftrice index of a l l commodities Inc reased by 3.a3 pe r -
c e n t and p r i c e index of pr imary a r t i c l e s i n c r e a s e d by 7 .25 p e r c e n t . 
The r e l a t i v e l y r a p i d i n c r e a s e in t h e p r i c e s of pr imary a r t i c l e s was 
ma in ly because of t h e i n c r e a s e i n t h e p r i c e s of non-food a r t i c l e s . 
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pr ice index of which Increased by 11.92 percent as conpared to the 
5.40 percent increase in the price index of food a r t i c l e s . Among the 
non-food a r t i c l e s , price index of oilseeds increased by 26.18 percent. 
The sharp increase in the prices of oilseeds was perhaps because of 
the sharp decline in i t s price index in the previous two years and 
because of the 15.14 percent decline in i t s prodxjction index in the 
previous year. Price index of gur declined by.51.30 percent. Price 
of gur increased quite sharply during the 1966-67 and 1967-68 owing 
t o the decline in the production, but in 1968-69 i t s production 
increased substantially as a resul t i t s prices declined in the f i r s t 
year of the fourth plan inspi te of the fact tha t i t s production index 
declined by 13.95 percent. As compared t o food a r t ic les prices of 
foodgrains Increased relat ively slowly, which suggest that food 
a r t i c l e s prices Increased mainly because of the rapid increase in the 
pr ices of non-foodgrains. Among the foodgrains price index of pulses 
increased by 7,32 perc«it as compared to 2.64 percent increase in the 
p r ice index of cereals . The prices of cereals %K>uld have increased 
more slowly, has the price index of wheat not increased by 5.20 per-
cent . Prices in the second and third year of the plan increased more 
slowly^ but increased qxilte sharply in the l a s t t%«o y«ars(especially 
in tha l a s t year) of the plan, owing t o mainly Indo-Pak war and r i s e 
in petroleum pr ices . The price index of a l l the commodities increased 
by 20.22 percent and price index of primary a r t i c l e s increased by 
28.09 percent in the l a s t year of the plan. The increase in the prices 
of primary a r t i c l e s was re la t ive ly more because of the rapid increase 
in the prices of non^food a r t i c l e s , price index of which increased by 
36.37 percent as compared t o 22.73 percent increase in the price index 
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of food a r t i c l e s . Among the non-food ar t ic les , the price Index of 
oxlseeds Increased by 56.^4 percent. Since the ^ i^r prices has already 
increased sharply in the previais year. I t s prices Increased quite 
slowly. Like the f i r s t year of the plan the sharp Increase in the 
prices of food, a r t i c les was not mainly because of the foodgrains. 
Price index of vihich increased by 18.7 4 percent as compared t o 22.73 
percent increase in the price index of food a r t i c l e s , Wilch suggest 
t h a t non-foodgrains prices Increased sharply than foodgrains prices. 
Among the foodgrains, the price index of cereals increased by 16.40 
Percent as compared t o 28,85 percent Increase in the price index of 
pulses . The sharp increase in the pulses prices can be at tr ibuted to 
the 10,52 percent decline in i t s producticai index in the previous year. 
However, unlike the f i r s t year of the plan, cereals prices increased 
mainly because of the sharp increase in the price of r ice, which 
increased by 20.86 as compared t o 1.59 percent increase in the price 
index of viheat. The sharp increase In the price of rice can be a t t r i -
buted t o 8.89 percent decline in the production index. 
Average annual increase in,- tne price index of a l l the coronodltles 
in fourth plan was higher than that of in annual plan. For tiie f i r s t 
time since planning, average annual increase in the price Index of 
Primary ar t ic les was lower than that of in the price index of a l l 
commodities. Wiich suggest that prices of commodities other than 
Primary a r t i c l e s increased sharply. Average annual increase in the 
pr ice index of food- a r t i c les was 8,15 percent as compared to 13.23 
percent average annual increase in the price index of non-food a r t i -
c l e s . So the role played by food a r t i c l e s in increasing primary a r t i -
c l e s Prices during annual plans, was taken over by the non-food a r t i -
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c l e s during t h e fourth plan. Average annual increase In the p r i ce 
Index of foodgrains was 8.11 percent a s compared t o 10.47 percent 
average annual increase in the p r i ce index of foodgrains in annual 
p l a n s , whidi suggests t h a t pr ices of the foodgrains increased 
r e l a t i v e l y slowly during foxorth plan as conpared t o tha t of annual 
p l a n s . Among the foodgrains average annual increase in the pr ice 
index of cerea ls was 6,37 percent as compared t o 14.25 percent 
average annual increase in ths p r i ce Index of pu l ses . The r e l a t i v e -
l y rapid increase in the pr ices of pulses was because the average 
annual increase in i t s production index was 1,0 percent as comparsd 
t o 4.04 percent average annual increase in the prociiction index of 
c e r e a l s , Prices of oi lseeds increased qu i t e sharply during the 
four th plan as compared t o t h a t of annual plans i n s p i t e of the 
f ac t t h a t average annual increase In t he prodict lon index of o i l -
seeds was h lc^er in the fourth plan as compared t o t h a t of in the 
annual p lans . I t suggests t h a t p r ices of oi lseeds increased during 
the fourth plan mainly because of the increase in t h e demand. Average 
annual increase in the gur and sugar p r i ce index was low during 
the fourth plan as ccsnpared t o t h a t of in the annual p ians . 
FIFTH PLAN : 
Prices increased qu i t e sharply in the very f i r s t year of the 
f i f t h plan, owing t o the taifavourable weather. Pr ice index of a l l 
commodities increased by 25.19 percent and p r i ce index of the 
primary a r t i c l e s increased by 25,18 percent . Prices of primary 
a r t i c l e s increased mainly because of the increase in the pr ices 
of food a r t i c l e s , which p r i ce index increased by 25.98 pe rc« i t as 
compared t o l l , b 6 percent increase in the p r ice index of non-food 
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a r t i c l e s . Amcmg food a r t i c l e s , p r i ce index of foodgrain Increased 
by 37.98 p-rcent . Hoyever the sharp increase in the foodgrains 
p r i c t s was mainly because of c e r e a l s p r i c e s wnich p r i ce index 
increased by 42.Q0 percent as compared t o 21,93 percent increase 
i n the p r i ce index of pu l s e s . Sharp increase in the pr ices of 
c e r e a l s was because Of 6 percent dePUne in i t s production indcix. 
Among the cereals production of wheat declined considerably in the 
previous two years as a r e s u l t x t s p r ice index went up by 69.2 
. t h a t 
percent , i n s p i t e of the f a c t / i t s production index r eg i s t e r ed 10,77 
percent increase in the f i r s t year of the plan. Pr ices of >*ieat 
never incre^ised so much in any year, since planning, i t c lear ly 
exposed the ineffect iveness of the instruments applied by *jOVern«n-
ent t o check the Increase in v/heat p r ices and Kept a s ide the 
claim of green revolut ion of having increased the t ^ e a t production 
which would bring down the speed Of r i s i n g pr ices of wheat. Pr ice 
index of r i ce a l s o increased by 30.67 percent, owing raainiy to 
10.11 percent d c l l ne in i t s production index. However pr ice index 
of o i l s eeds and gur increased by 9,39 percent 0.96 percent 
r e s p e c t i v e l y . The r e l a t i v e l y slow increase i n the p r i c e s can be 
a t t r i k w t e d to 20,14 percent increase in the production index of 
o i l s eeds and 12,98 percent increase in the sugarcane prodtictiOn 
index, in the previous year. Pr ices declined in the second and 
t h i r d year of the plan; but increased again in the l a s t y ar 
of t he plan, Tne decl ine in the pr ices of food a r t i c l e s in second 
and rh i rd year of the plan ..as mainly because of focdgrains , which 
p r i c e index aeci ined by 11.Oo percent and 12.29 p e r c ^ i t respect ively. 
But m the l a s t y-^ar of the plan food a r t i c l e s p r i ces increased 
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more than foodgrains p r i c e s . However the pr ice index of non-food 
a r t i c l e s though declined by 14,54 percent in the second year of the 
plan, but increased by 19.74 percent and 6,33 peircent in subsequent 
years of the plan. 
On an average pr ices increased slowly during the f i f th plan than 
the fourth plan. Average annual increase in the pr ice index of a l l the 
commodities was lower in f i f th plan as compared t o tha t of in the 
four th plan, with the exception of wheat p r i ce whicn increased qu i te 
sharply during f i f t h plan, espec ia l ly in the f i r s t year of the plan. 
Unlike the fourth plan pr ices of food a r t i c l e s increased r e l a t i v e l y 
a t a f as te r r a t e as compared to t h a t of non-food a r t i c l e s during the 
f i f t h plan. Like fourth plan pr ices of foodgrains increased l e s s tnan 
t h e pr ices of food a r t i c l e s , during the f i f t h plan, VJhicn suggest that 
non-foodgrains played an important ro l e in pushing up food a r t i c l e s 
p r i c e s in the two plans, yHth the exception of the f i r s t plan, average 
annual p r i ce change of any commodity has never been negat ive, except 
gur, which pr ice index reg i s t e red an average annual decl ine of 0.5 
percent in f i f ' th 'p lan . 
1978-79 t o 1983-84 
AS a r e s u l t of overal l improvem^t in the procJuction in 1978-79 
p r i ce s of a l l the commodities declined with the exception of pulses , 
whxch :)rice index increased by 14.82 percent . Pr ice index of a l l conmo-
a i t i e s did not change and that of primary a r t i c l e s declined by 1,3 
pe rcen t . The decl ine in the pr ice index of priniary a r t i c l e s was mainly 
because of the non-food a r t i c l e s p r i ces , which pr ice index declined by 
4.26 as compared t o 0.69 p-srcent decl ine in the pr ice index of food 
a r t i c l e s . Among the non-food a r t i c l e s , p r ice index of oi lseeds decrease-
d by 13.40 percent . The sharp decl ine in the oi lseeds prices can be 
a t t r i b u t e d to 5.06 percent increase in the prodvction index of 
o i l seeds and 12.12 percent increase in i t s production indix in 
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the previous year. The p r i ce infiex of gur declined by 25.07 percent, 
i n s p i t e of tne 12.42 percent decl ine in sugarcane production index. 
However, the f a l l in gur Prices v;as perhaps because of 13.30 percent 
inc rease in the sugarcane production index in the previous year. 
Pr ice index of foodgrains declined more than the p r i ce index of food-
a r t i c l e s . However pr ices increased q u i t e sharply in 1979-80 owing 
t o unfavoxirable weather. The pr ice index of ^11 ccminodities increased 
by 17.11 percent and tha t of primary a r t i c l e s by 13.84 pe rca i t . The 
r«^lat ively slow increase in primary a r t i c l e s pr ices suggest t ha t 
p r i ce s of other commodities rose qui te sharply. Increase in the 
p r i ces of primary a r t i c l e s was mainly because of ncn-food a r t i c l e s 
p r i c e s , v/hich pr ice index increased by 1^.20 percent as ccmpared t o 
8.23 percent increase in the p r i ce index of food a r t i c l e s . The 
r e l a t i v e l y slow increase in the pr ices of food a r t i c l e s can be 
a t t r i b u t e d t o foodgrains, which pr ice index increased by caily 
7.41 percen t . However as a r e s u l t of overal l decl ine in the 
production of foodgrains, production index declined by 17.58 
percen t in 1979-80, pr ices of foodgrains did not increase rapid-
ly in 1979-80, ins tead they increased qu i t e sharply in 1980-81, 
whan i t s production index increased by 19.77 percent . The 16.88 
percent increase in the Price index of foodgrains increased the 
p r i c e index of food a r t i c l e s by 11.41 percent as compared t o 
11.87 percent increase in the p r ice index of non-food a r t i c l e s . Prices 
a l s o increased in 1981-82 and 198 2-83 but in 198 3-84 i t increased 
r e l a t i v e l y more rap id ly . The pr ice index of a l l ccrrmodities incre-
ased by 9.36 percent and tha t of primary a r t i c l e s by 5.44 percent 
in 19 8 3-84. But the increase in primary a r t i c l e s pr ice did not ref-
l e c t the sharp increase in the pr ices of food a r t i c l e s and non-food 
- 5 8 -
a r t i c l e s , ^he price index of food a r t ic les Increased by 13,43 percent 
as compared t o 15.7 percent Increase in the price index of non-
food a r t i c l e s . The sharp increase in food ar t ic les and non-
food a r t i c les prices was neutralised because of the sharp decline 
In the prices of raw materials, as a resul t the primary ar t ic les 
price increased re la t ively slowly. Prices of foudgrains Increased 
less than the food ar t ic les prices, meaning thereby that prices of 
non-foodgrains Increased at a faster ra te . Owing to 10.« percent 
decline in the production index of oilseeds in the previous year, 
i t s pr ice index increased by 21 percent, Ihe price index of gur 
increased by 41.11 percent v^ich can be at t r ibuted t o 6.19 percent 
decline in sugarcane production. 
Average annual increase in the prices of almost a l l the commodi-
t i e s was higher in the period 1978-79 t o 1983-84 aS compated to the 
f i f th plan, with the exception of wheat, prices of which increased 
re la t ive ly slowly in the period 1978-79 to 1983-84, The average 
annual increase in the price index of food ar t ic les a^ id ncn-food 
a r t i c l e s suggest that prices of primary ar t ic les increased rtslatively 
more because of the sharp increase in the prices of raw materials. 
Average annual increase in the food a r t i c l es price index was less tha 
the average annual increase in price index of foodgralns, vAich 
suggest that prices of ncn-foodgralns increased relat ively sharply 
during the period. Pmcxig the foodgralns average annual increase in 
cereals was 8.27 percent as compared to 9.12 percent average annual 
increase in price index of puises. The rapid increase in the pulses 
prices can be attributed to slow increase in i t s production. Average 
annual increase in the production index of pulses was 2.73 percent 
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as compared t o 4.11 percent average annual increase in the productiaa 
index of c e r e a l s . Among the ce rea l s average annual increase in the 
product ion index of wheat was 7.43 percent as canpared t o 3.73 peictfit 
average annual increase in the prodxiction of r i c e , as a r e s u l t r i c e 
p r i c e s increased more than wheat p r i c e s . Average annual increase in 
the p r i ce index of gur was 15. ?0 percent . The sharp increase in gur 
p r i ces was p a r t l y because of the f a l l in gur Prices in the f i f th 
plan and partly because of only 1.2 pe r c« i t average annual increase 
m sugarcane production. Average annual increase in the p r ice index 
of o i lseeds was 9.53 percent in t h e period 1978-79 t o 1983-84 as 
compared t o 5,97 percent average annual increase in i t s p r ice index 
in the f i f t h plan i n s p i t e of the f ac t t h a t average annual xncrease in 
the production index of oi lseeds was r e l a t i v e l y qu i t e high in the 
per iod 1978-79 t o 1983-84. Besides the increas ing demand for o i lseeds , 
f a i l u r e of i t s crop in two years during 1978-79 t o 1983-84 as compared 
t o only one year during f i f t h p lan, can a l so be sa id responsible for 
i t . 
I t i s c l e a r frcxn the Table 3.5 t ha t average annual increase in 
t h e p r i c e index of a l l commodities has cons i s t en t l y been qu i t e high 
(around 9 percent) since t h e fourth plan as compared t o the period 
before tha t 'Tab le 3.6 a l s o shows t h a t p r i ce index of a l l coomodities 
increased rapidly a f t e r 1970-71 as compared t o the period before t ha t . 
Fur ther the average annual increase in the p r i ce index of primary 
a r t i c l e s has been lower than t h a t of the p r i ce index of a l l cotranodi-
t i e s , s ince 1969-70 i t was other way round. I t suggest tha t before 
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p r i ces of a l l corrmodlties, but af ter 19 69-70, t he i r r o l e v;as taken 
by other commodities. Except the f i r s t and fourth plan, pr ices of 
food a r t i c l e s increased rapid ly than non-food a r t i c l e s p r i c e s . Pood-
gra ins p r i ces nas played an Important ro le in pushing up food a r t i -
c l e s p r i c e s , but since fourth plan, the average annual increase in 
the p r i ce index of food a r t i c l e s nas been higher than the average 
annual increase in tne p r ice index of foodgralns. Which suggest that 
during fourth plan non-foodgrains pr ices emerged an important deter -
minant of the food a r t i c l e s p r i c e s . Average annual increase in the 
p r i c e index of oilseeds and giar has f luctuated from plan t o plan. 
However i t was highest in the fourth plan for oi lseeds and in anrsiai 
p lans for gur. 
Average annual increase in the pr ice index of cerea ls and 
pulses in d i f fe ren t plan shows tha t prices of pulses increased 
r e l a t i v e l y at a fas ter r a t e . Table 3.6 also shows t h a t pr ice index 
of cerea ls increased frcm 19 51-52 t o 1970-71 by 90.47 percent and 
t h a t of puises increased from 1951-52 t o 1970-71 by 125.73 percent . 
Fur ther from 1970-71 t o 1983-84 pr ice index of c e r e a l s increased by 
158.3 percent as ccmpared t o 246,7 percent increase in the pr ice 
index of pu i ses . An important reason of i t i s the r e l a t i v e l y slow 
inc rease in the production of pulses . Explaining the slow increase 
in the producticai of puises and thus c l a r i fy ing che rapid increase in 
t he p r i ces of pu lses , the economic survey of 1984-85 observed. 
"Proriucticm of pulses in India has been s tagnat ing around 10.12 
mi i i ion tonnes for the l a s t 20 years with tne exception of 1975-76 
when i t reached 13.04 mill ion tonnes. Like o i l seeds , pulses a re 
grown mainly on r a i n f a l l l.md, as only 9 percent of the cu l t iva ted 
areas under puises has i r r i g a t i o n f a c i l i t i e s , tu l ses are selected 
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for the i r adoption to moisture s t ress conditions, rather than for high 
y i e ld s . Generally, ccmparatively poor quali ty lands are devoted to 
pulses cult ivat ion tradi t ional pulse growing areas switch t o other crops 
as i r r iga t ion beoume available. There has, however, been overall 
reduction in the area under pulses as newly reclaimed and tradi t ional ly 
fallow areas with low quality soi l and/or inadeqtiate i r r igat ion faci-
l i t i e s are brought under pulses. With the shQrt;fall in the production 
of pulses, t he i r prices rose much faster than those of coarse cereals , 
which are also grown largely xander ra infa l l conditions. This led t o 
some diversion of area from coarse grains t o pulses. Area iinder pulses 
increased at a compound ra te of 0.77 percent per annum in the early 
years of green revolution, but the expansion stoi^ed in the l a t t e r 
years" . 
Coefficient of variation of the percentage change over previous 
year In the price index of coimiodities as well as group of commodities 
for the period 1947-48 to 1983-84 has been computed and given in the 
Table 3.3, I t i s clear from the Table, that th is coefficient of var iat-
ion i s quite high in the case of a l l the canmodities as well as group 
of comnodities. I t i s because of the posit ive and negative changes in 
t h e i r price indices. Further we observed that the coefficient of va r i -
at ion of the annual percentage change in the price index of coranodities 
i s re la t ive ly higher as compared t o that of the group of commodities. 
I t i s quite obvicxis, as due t o the different direction of change in the 
pr ice index of the commodities, the resultant change in the price index 
of group of corenodities become qiiite low. '^ 'he low coefficient of var i -
at ion of the annual percentage change in the Price index of r ice as 
compared t o that of the wheat suggest that r ice prices have relat ively 
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r e l a t i v e l y i n c r e a s e d more c o n s i s t e n t l y , 'the c o e f f i c i e n t of v a r i a t i o n 
of annual pe rcen tage change in the p r i c e index of wheat and p u l s e s 
i s a lmos t same. But t h e f l u c t u a t i o n in v^eat p r i c e s can be a t t r i b u t e d 
t o improved product ion as compared t o the f l u c t u a t i o n i n the p u l s e s 
p r i c e s , viiich can be a t t r i b u t e d t o f ixjctuat ion In the p roduc t i on . 
Th i s i s e v i d e n t from t h e f a c t t h a t c o e f f i c i e n t of v a r i a t i o n of t h e 
annua l pe r cen t age change in t h e p r o c ^ c t i c n index of v;heat was 78 ,86 
as compared t o t h a t of 553.34 in the c a s e of p u l s e s p roduc t ion index 
fo r t h e pe r iod 1951-52 t o 1983-84. Our p r i c e s were more exposeo t o 
demand and supply force^/ as a r e s u l t t h e c o e f f i c i e n t of v a r i a t i c n 
of annual p e r c e n t a g e change in i t s p r i c e index i s q u i t e high a s 
compared t o t h a t in t h e p r i c e index of sugar , which p r i c e s have been 
more or l e s s a d m i n i s t r a t e d p r i c e s . The c o e f f i c i e n t of v a r i a t i o n of 
annua l change in the p r i c e index of o i l s e e d s i s a l s o q u i t e high ov;ing 
t o wide f l u c t u a t i o n in i t s p roduc t ion . Coe f f i c i enc of v a r i a t i o n of 
annua l pe r cen t age change in t h e produc t ion index of o i l s e e d s i s 
49 1.77 for the pe r iod 19 51-52 t o 1983-84. 
REiATlVE PRICES 
R e l a t i v e p r i c e s p l a y a very impor t an t rOle in t h e ac reage a l l o c a t -
ion and thus augment supply acco rd ing t o "^demand. I ^e changing r e l a t -
i v e p r i c e s r e p l a c e t h e old p r i c e s t r u c t u r e by a new one in t h e l i n e of 
r e l a t i v e demand and supply of d i f f e r e n t commodit ies . So t h e s tudy of 
r e l a t i v e p r i c e s over the pe r iod i s of paramount impor tance as i t give 
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prices of different ccmmodltles as well as group of commodities have 
been calculated and presented in the Table - 3,7. 
A look a t the re la t ive prices of non-food a r t i c l e s t o food 
a r t i c l e s reveal no trend* in some years i t was favourable t o non*. 
food a r t i c l e s and vice versa. However, there were more number of 
years in which i t was favourable to food a r t i c l e s . But in recent 
years i t nas been favourable t o non-food a r t i c l e s . On the basis of 
t h i s new trend and increasing Income e la s t i c i ty of demand for non-
food a r t ic les we can infer that the re la t ive prices in future will 
continue to be favourable t o non-food a r t i c l e s , i f i t s production 
i s not increased sufficiently. 
Relative prices of foodgrains to food a r t ic les and non-food 
a r t i c l e s has consistently been favourable t o foodgrains t i l l 1976-77 
with the exception of few years* tu t after tha t i t has been other way 
round, i t suggest that after 1976-77 prices of commodities other than 
foodgrains increased xrelatively sharply. The re la t ively slow incre-
ase in foodgrains prices can no doubt be atttrlbuted t o increase in 
i t s pr<jduction, but i t iias a lso been because of the decline in i t s 
incosne e l a s t i c i t y of demand and increase in the incane e l a s t i c i ty 
of demand for other commodities. So we can infer that in the future 
Prices of other commodities are l ikely t o increase rapidly as 
compared to foodgrains, i f the i r production will not be Increased 
considerably. 
A look a t the re la t ive price of cereals to pulses reveal that 
i t has been favourable to cereals t i l l 1963-64, but after this 
year i t has been other vay round. I t suggest that prices of pulses 
increased relat ively slowly t i l l 19 63-64, but pick up speed after 
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t h a t and l e f t behind c e r e a l s . No doubt, the sharp increase in 
pulses pr ices a f t e r 19 63-64 can be a t t r i b u t e d t o the slow increase 
in i t s production. But behaviour of i t s prodtacticn remain more or 
l e s s same, both before and a f t e r 1963-64, vihich suggest that desnand 
has played an Important r o l e , owing t o low per cap i t a Income, large 
f rac t ion of population below poverty l i n e and t h e i r low income e l a s -
t i c i t y of demand and r i s i n g pr ices of ce r ea l s , the demand for pulses 
increased slowly t i l l 1963-64, but the huge investment during the 
second and t h i r d plan dynamised the economy and increased the 
income of the people as a r e s u l t demand for pulses increased sharply. 
Fur ther because of heavy import, increase in production, speed of 
c e r e a l s pr ices slowed down, v*iich inabled the poors t o sp^id less 
for ce rea l s and thus increased t h e i r demand for pu l ses . On the basis 
of i t we can In fe r t h a t demand for pulses wil l increase rapidly in 
fu ture , e spec ia l ly when more people will be ra i sed above poverty l i n e . 
So ef for t s have t o be made t o increase i t s prodxx:ticn. 
An ana lys i s of r e l a t i v e p r i ce of ce rea l s t o wheat and r i c e 
reveals t h a t r e l a t i v e p r ice of ce rea l s t o \ i ieat nas been favourable 
t o wheat t i l l 19 55-56 but a f t e r t ha t i t has been other way round. , 
I t suggest t h a t p r i c e s of wheat compared t o t ha t of cereals increased 
r a p i d l y t i l l 19 55-56. But a f t e r t h a t the speed of wheat p r ice slowed 
down and tha t of ce rea l s increased rapidly , mainly becaxjse of t he 
Increase m the p r ice of r i c e . I'he behaviour of the r e l a t i v e p r ice 
of c e r e a l s t o r i c e has been opposite of the benjkviair of the r e l a t i v e 
p r i c e of c e r e a l s t o wheat. The r e l a t i v e l y slow increase in the v*ieat 
p r i ce s a f t e r 19 55-56 has been mainly because of heavy import of i t 
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in the i n i t i a l periods and green revolution in the l a t t e r years, 
on the basis of the trend we can infer that re la t ive price of cereals 
t o r ice will continue to be in favour of r i ce in future, i f sane 
rsidical measures are not taken to increase i t s production. Because 
on the d^rand side being the food of poors, i t will continue to 
J. 
en joy high demand. With t h e exception of t h e few yea r s r e l a t i v e p r i c e 
Of s u g a r t o gur nas c o n s i s t e n t l y been f avourab le t o gur . Thet ;€ ia t ive 
p r i c e s of foodgra ins t o o i l s e e d s naS c o n s i s t e n t l y been favourable 
t o foodgra ins except i n r e c e n t yea r s v*ien i t has been favourab le t o 
o i l s e e d s . Which sugges t t h a t u l t i m a t e l y o i l s e e d s p r i c e s outp layed the 
foodgra ins p r i c e s and we t h i n k t h a t i t w i l l c o n t i n u e t o do s o in 
f u t u r e t o o , because of i t s i n c r e a s i n g demand. 
The c o e f f i c i e n t of v a r i a t i o n of t h e r e l a t i v e p r i c e of suga r t o 
gur i s h i c ^ e s t over t h e p e r i o d . . c o e f f i c i a i t of v a r i a t i o n of t h e 
r e l a t i v e p r i c e of c e r e a l s t o p u l s e s comes n e x t . The high c o e f f i c i e n t 
of v a r i a t i o n of t h e r e l a t i v e p r i c e sugges t t h a t i t has n o t followed 
any c o n s i s t o i t p a t t e r n , r a t h e r i t has f l u c t u a t e d widely . The co-
e f f i c i e n t of v a r i a t i o n of t h e r e l a t i v e p r i c e s of foodgrains t o 
c e r e a l s i s q u i t e low. VJiich sugges t t h a t r e l a t i v e p r i c e of foodgrains 
t o c e r e a l has n o t f l u c t u a t e d much, 
CUNTRIBUTION UF COMMODITIES IN THE PRICE INDEX OF GROUP OF CCMMODIHES 
Simple a n a l y s i s of t h e movement of p r i c e s of t h e group of commo-
d i t i e s do n o t g ive any idea r e g a r d i n g t h e c o n t r i b u t i o n of d i f f e r e i t 
i t ems inc luded i n the group. Ana lys i s of r e l a t i v e c o n t r i b u t i o n of 
d i f f e r e n t i tems i n c l u d e d i n t h e p r i c e index of t h e group i s very 
impor t an t from t h e p o i n t of view of des ign ing t h e p r i c e p o l i c y a s 
C o n t r i b u t i o n of 3gctQral P r i c e Changes t o t h e Overal l P r i c e 
Changes: 
Years Primary 
A r t i c l e s 
Fuel Power '^ 



















19 6 7 - 6 8 




19 7 2 - 7 3 
6 5 . 6 
4 2 . 7 
6 8 . 1 
4 1 . 7 
4 5 . 2 
3 8 . 7 
6 2 . 7 
3 0 . 7 
3 1 . 9 
- 4 1 . 7 
3 0 . 8 
3 0 . 3 
6 7 . 8 
5 0 . 5 
4 8 . 9 
4 6 . 2 
1 2 6 . 6 
8 3 . 4 
2 9 . 5 
6 . 6 
3 8 . 5 
- 5 . 6 
- 2 . 4 
0 . 0 
4 . 6 
6 . 1 
1 5 . 0 
5 . 7 
2 . 7 
4 . 0 
9 2 . 4 
7 . 4 
2 1 . 7 
1 . 5 
7 . 3 
5 . 6 
4 . 5 
- 2 2 . 1 
1 1 . 3 
6 . 3 
8 . 8 

















- 4 . 5 
5 .3 
64 .2 































1 9 8 0 - 8 1 
1981-82 
1 9 8 2 - 8 3 
1 9 8 3 - 8 4 
Mean 
S.D. 
C .V . 
2 
5 5 . 3 
4 2 . 3 
2 5 5 . 4 
1 6 . 2 
7 5 . 2 
- 1 0 3 . 7 7 
3 2 . 8 6 
3 2 . 0 2 
4 7 . 5 5 
5 1 . 6 2 
4 7 . 7 2 
4 6 . 7 7 
5 3 . 4 6 
1 1 4 . 3 0 
3 
7 . 3 
1 6 . 2 
- 9 2 . 4 
2 7 . 4 
3 . 1 
8 8 . 8 1 
1 0 . 8 1 
1 5 . 3 2 
25 .37 
3 7 . 7 0 
9 . 8 0 
1 0 . 2 1 
2 9 . 4 9 
2 8 8 . 8 3 
4 
3 7 . 4 
4 1 . 5 
-6 3 .0 
5 6 . 4 
21 .7 
1 4 . 9 6 
5 6 . 9 3 
5 2 . 6 6 
2 7 . 1 8 
1 0 . 6 8 
4 2 . 4 8 
39 .90 

















Source : Ib id , TabIe-1 . 
Table 3,9 
C o n t r i b u t i o n of Food A r t i c l e s and Ncai-Food A r t i c l e s P r i ce t o 
t h e Changes In Primary A r t i c l e s P r i ce s : 
Years Food Non-Food Primary 















































5 . 5 
- 1 8 6 . 1 
129.6 
79 .5 
7 7 . 8 
62.4 











- 1 0 . 3 
64 .2 
9 4 . 5 
286 .1 





- 3 . 8 


















8 7 . 4 
74 .4 
58.2 
7 1 . 1 
52.0 
124.0 







































Source : Ibid,Table-l 
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I t inable us to identify the commodities responsible for the sharp 
changes m the price index of the group. 
The contribution ot primary a r t i c l e s , fuel power & lighting 
and manufactured products in the price index of a l l commodities for 
each year have been conputed and presented in the Table 3.8. The 
contribution of primary a r t i c les has been quite high but has declined 
in the recent years and that of fuel power & l ighting and manufactu-
red products have relat ively increased. The average contxibuticsi of 
primary a r t i c l es in the price index of a l l commodities is quite high 
and tha t of fuel & lighting i s quite low. The coefficient of var iat-
ion of the contribution of fuel, power and l ighting is higher than 
that of the contributicai of the primary a r t i c l e s and manufactured 
products. I t i s mainly because i t s contribution has incxreased recent-
ly and during the f i r s t plan i t s contribution was quite low even 
negative in some/Jyefars. The coefficient of variation of the contr i -
bution of manufactured products is lower as compared t o that of the 
contribution of the primary a r t i c l e s , Wilch suggest that manufactured 
products as compared to primary ar t ic les has contributed more consis-
ten t ly in the price index of a l l commodities. 
Contribution of food a r t i c les and ncn-food ar t ic les in the 
pr ice index of the primary a r t i c les has been camputed and presented 
in the Table 3.9. A look a t the contribution of food a r t i c l es reveal 
t h a t I t s contribution has re la t ive ly declined recently. The average 
contribution of food ar t ic les is more than that of the non-food 
a r t i c l e . The coeff icioi t of variaticai of the contribution of food 
a r t i c l e s is lower than chat of the contribution of non-food ar t ic les 
Table - 3.10 
C o n t r i b u t i o n of Foodaralns and Hon-Foodqralns P r i c e s 
t o Changes in Food A r t i c l e s P r i c e s 


















































- 3 3 . 9 
21.7 
- 6 7 . 6 
38 .9 







- 1 2 . 1 
164.0 
68 .4 
7 1 . 8 
1 U . 4 














- 2 8 . 0 
6 9 . 6 
112 .1 
- 6 4 . 0 
31 .6 
1 9 7 3 - 7 4 3 8 . 4 6 1 . 6 100 
1974 -75 6 5 . 8 3 4 . 2 100 
1 9 7 5 - 7 6 - 6 . 6 106 .0 100 
1976-77 282 .0 182 .0 100 
1 9 7 7 - 7 8 4 1 . 9 5 8 . 1 100 
1978-79 - 7 9 . 5 0 179 .50 100 
1979-80 3 9 . 0 8 6 0 . 9 2 100 
1 9 8 0 - 8 1 6 3 . 9 2 3 6 , 0 8 100 
19 8 1 - 8 2 3 3 . 6 1 6 6 . 3 9 100 
1 9 8 2 - 8 3 3 2 . 2 2 6 7 . 7 8 100 
1983-84 3 2 . 2 3 6 7 . 7 7 100 
Mean 4 6 . 5 9 5 4 . 1 2 
S .D. 6 3 . 9 5 6 4 . 4 8 
C.V. 1 3 7 . 2 6 1 1 9 . 1 6 
S o u r c e : I b i d , T a b l e - 1 . 
Tal?lQ 3 T U 
C o n t r i b u t 
P | r i c e s : 
Y e a r 9 
:ion Of R i c e , ''.h? 
R ice 
?^t , t^  •u l ses t o t h e ' 
i^ieat 
Ghanaes i n Foo 
t^ulses 
d a r a i n s 
P o o a g r a i n s 
1 9 5 2 - 5 3 
19 5 3-54 
1954 -55 
1 9 5 5 - 5 6 
1956-57 
1 9 5 7 - 5 8 
19 58 -59 
19 59-60 
1 9 6 0 - 6 1 
1961 -62 
19 6 2 - 6 3 
19 63 -64 
19 6 4-65 
19 65-66 
19 66-67 
19 67 -68 
19 6 8 - 6 9 
19 69-70 
1 9 7 0 - 7 1 
1971-72 
1 9 7 2 - 7 3 
3 8 . 3 
4 . 7 
3 2 . 6 
58 .0 
3 5 . 3 
7 7 . 4 
2 . 8 
2 . 0 
255.9 
6 6 . 2 
3 9 . 7 
5 5 . 8 
1 1 . 6 
4 4 . 4 
45 .7 
2 8 . 5 
6 . 0 
0 . 0 
- 1 3 6 . 3 
3 5 . 0 
2 2 . 1 
- 1 6 . 1 
5 9 . 1 
2 4 . 6 
3 0 . 5 
22 .7 
- 4 . 0 
5 8 . 6 
6 3 . 5 
4 7 2 . 6 
- 1 4 . 7 
- 7 . 1 
19 .7 
27 .7 
3 4 , 0 
2 6 . 3 
20 .7 
9 . 0 
3 8 . 5 
1 1 3 . 3 
- 3 . 9 
1 1 . 5 
- 6 . 0 
3 8 . 7 
2 4 . 8 
- 1 9 . 5 
1 4 . 5 
6 . 7 
38 .9 
3 9 . 6 
- 5 0 . 6 
7 . 5 
4 5 . 4 
1 9 . 0 
25 .9 
- 2 . 0 
1 7 . 1 
3 2 . 1 
5 5 . 8 
3 2 . 8 
- 9 . b 
5 3 . 1 




































C. V. . 
42.9 
31.7 
- 1 3 4 . 4 
l'J.6 
11.4 
- 1 . 4 9 
23 .2 
36.52 









4 . 5 
6 . 7 
- 2 . 2 4 
4 . 6 
17.29 







12 .1 100.0 
-142.3 100.0 
13 .6 100.0 
6 6 . 2 100.0 
16.9 100.0 
- 1 . 2 4 100.0 
56.20 100.0 
- 1 5 . 6 5 100.0 





Source : I b i d , ' i ' ab le -1 . 
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meaning t ' l a reby th->.t food a r t i c l e s huve r e l a t i v e l y c o n t r i U i t e d more 
c o n s i s t e n t l y in th«^ p r i c e index of primary a r t i c l e s . 
C o n t r i b u t i o n of foodgrains and non-foodgra ins in t h e p r i c e index 
of food a r t i c l e s has been computed and p re sen t ed in t h e Table 3.10 
c o n t r i b u t i o n of non-foodgrains i n c r e a s e d r e l a t i v e l y s i n c e 1977-78, 
The ave rage c o n t r i b u t i o n of foodgra ins i s lower than t h a t of non-
f o o d g r a i n s . But i f we t a k e t h e average c o n t r i b u t i o n of both t i l l 
1977-78, i t i s o the r viay rcund. Thus t h e i ndex of non-foodgra ins have 
c o n t r i b u t e d much in t h e p r i c e i n d e x of food a r t i c l e s . The c o e f f i c i e n t 
of v a r i a t i o n of t h e c o n t r i b u t i o n of foodgrains i s h ighe r than t h a t 
of t h e non - foodgra ins , meaning the reby t h a t non- foodgra ins have 
r e l a t i v e l y c o n t r i b u t e d more c o n s i s t e n t l y i n t h e p r i c e index of food 
a r t i c l e s . 
C o n t r i b u t i o n of t h e r i c e , wheat and p u l s e s i n t h e p r i c e index 
of foodgra ins f o r each y e a r has been computed and p re sen t ed m t h e 
Tab le 3 . 1 1 . No caranon t r e n d emerge from t h e a n a l y s i s of t h e c o n t r i -
b u t i o n of r i c e , wheat and p u l s e s i n t h e p r i c e index of foodgra ins . 
However t h e average con t r ibx i t ion of wheat i s h i g h e s t and average 
c o n t r i b u t i o n of pu l se s i s l o w e s t . The c o e f f i c i « i t of v a r i a t i o n of 
t n e c o n t r i b u t i o n of r i c e i s maximun and minimum of wheat. Which 
s u g g e s t t h a t wheat has r e l a t i v e l y c o n t r i b u t e d more c o n s i s t e n t l y in 
t h e p r i c e Index of f oodg ra in s , 
SEASONALITY OF THE PRICE : 
The Seasona l n a t u r e of a g r i c u l t u r a l p roduc t ion r e s u l t s in 
uneven d i s t r i b u t i o n of s u p p l i e s i n t h e yea r whi le t h e consumption of 
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Period. In such a s i t u a t i o n the pr ices of ag r i cu l t u r a l commodities 
would n a t u r a l l y get depressed during the period of lean supply, 'ihe 
i n t r a - y e a r f luctuat ions in the pr ices of ag r i cu l tu ra l commodities 
l a rge ly depend upon the r a t e of flow uf scocks i n t o xhe market. Thus, 
seasonal var ia t ion m pr ices i s a regular ly repeat ing pa t t e rn , and 
p r i c e s tend to decline- in the immediate pos t -harves t period and 
normally r i s e mach nigher than warranted by holding costs in the off-
season. The small and marginal c u l t i v a t o r s have l i t t l e capaci ty t o 
hold the stock and they must have already sold t h e i r produce by 
about the time the pr ice begins t o r i s e . 
Most of the procurement agencies a lso make t h e i r purchases in the 
pos t -ha rves t months which prevents the pr ices from fa l l i ng below the 
Procurement p r ice , but Owing t o uniform procurement p r ice of the 
whole season, do no t offer any inducement t o the farmer t o secure 
s to rage cos t s and r e s o r t t o orderly marketing. I t i s , therefore , very 
important t h a t seasonal va r ia t ion in pr ices be s tudied in de t a i l so 
t h a t t he instruments of pol icy can be adeqiaately used t o reduce the 
i n t r a - y e a r and in t ra -seasonal pr ices t o minimum. The seasonal ly 
adjusted se r i e s a l s o provide a c lue t o i s o l a t e the i r r e g u l a r and the 
basic long term trend ccmpcnents. The i r r e g u l a r trend components occure 
as a r e s u l t of several complex behaviour, and ad-hoc decisions of the 
producers, consumers, the Govt, e t c . 
The Seasonal pr ice indices of ag r i cu l tu ra l pr ices have been 
computed and presented in the Table 3.12. The seasonal pa t te rn of 
d i f f e r e n t crops coincides with t h e i r crop seasons. The two Imt^ortant 
c e r e a l s viz r i c e and wheat have d i s t i n c t l y d i f f e r ^ i t seasonal pa t t e rn s . 
-69-
The seasonal p r i ce index of wheat a f t e r recording the peak at 107.72 
in February/ gradually came down to record trough In May a t 9 3.88. 
Seasonal p r ice index of r i c e was lowest in December a t 9 3.28. I t 
began t o climb up a f t e r t h a t and touched the peak in October a t 107.52. 
Seasonal p r i ce index of ce rea l s and foodgrains was low in December but 
rose a f t e r t h a t and become again low in Apri l . So these groups of 
cotranodities have two troughs and peaks because of d i f fe ren t season of 
crops included in these groups. Seasonal p r i ce index of pulses was 
h ighes t in November at 108.89 but declined a f t e r tha t and tcxiched the 
trough xn April a t 91.27. Seasonal p r i c e index of oi lseeds was highest 
in September a t 103.36 and declined a f te r t h a t , but picked up again to 
reach the trough in Apri l a t 93 .33 . '^ Tie two peaks and two t r o u ^ s in 
t h e seasonal pr ice index of oi lseeds i s because of two di f ferent 
Seasonal oi lseeds c rops . The seasonal pr ice index of gur was highest 
in September a t 115.75 and declined a f t e r t h a t t o reach the trouc^ in 
February a t a8 ,38 . However, the same i s not t r u e for sugar, which In 
fac t did not.show any seasona l i ty . 
Coeff icient of va r i a t ion of seasonal p r i c e index of foodgrains 
and c e r e a l s are very low and t h i s i s because of the fact t h a t these 
two indices refer t o commodity groups and since a l l crops do not have 
t h e i r narves t periods a t a time, the elem^it of seasona l i ty i s made 
t o even out during the process of aggregation. Ext«it of Seaso ia i i ty 
^ shown by coe f f i c i en t of var iat icsi uf seascmal p r i ce index) in r i c e 
i s nigher than t ha t for wheat, i t i s general ly believed tha t wheat i s 
grown by comparatively big farmers, v*io need no t rush t he i r supply t o 
Tab le 3.13 
E x t e n t of t h e ^ g a a o n a l i t v i n ^ i c e and l l i ea t Pplces 




































































19 67-68 0.89 0.90 
1968-69 0.88 0.94 
19 69-70 0.93 0.89 
1970-71 0.92 0.95 
1971-72 0.97 0.94 
1972-73 0.99 0.87 
1973-74 1.10 1.34 
1974-75 0.99 0.85 
1975-76 0.82 0.94 
1976-77 0.99 0.93 
1977-78 0.91 0.91 
1978-79 0.97 0.94 
1979-80 1.08 0.96 
1980-81 0.97 0.94 
1981-82 1.01 0.99 
1982-83 1.03 0.98 
1983-84 1.00 0.99 
Source : Ib id Table-3.12. 
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t h e marke t l i tunediately a f t e r t h e h a r v e s t . Thus, t h e e x t e n t of seascm-
a l i t y i n t h e p r i c e index of viheat i s l e s s than t h a t of i n t h e p r i c e 
i ndex of r i c e . The e x t e n t of s e a s o n a l i t y i s q u i t e low i n c e r e a l s as 
compared t o p u l s e s . I t pa id i s because Govt, has p a i d , more a t t e n t i o n 
on c e r e a l s p r i c e s as compared t o pxolses. The r e s t r i c t i o n s on p r i c e s , 
pu rchase by p r o c u r i n g agenc ies and t u f f e r s t o c t e has reduced t h e 
e x t e n t of s e a s o n a l i t y i n c e r e a l p r i c e s . The e x t e n t of s e a s o n a l i t y in 
o i l s e e d s i s q u i t e low as compared t o gur . An impor tan t reason of i t , 
i s t h a t gur as compared t o o i l s e e d s can n o t be s t o r e d f o r a l onge r 
p e r i o d . 
The e x t e n t of s e a s o n a l i t y in r i c e and wheat p r i c e s for each 
y e a r has been c a l c u l a t e d and p r e s e n t e d in t h e Tab le 3 , 1 3 . A look a t 
t h e t a b l e r e v e a l t h a t e x t e n t of s e a s o n a l i t y i n t h e p r i c e s of both 
r i c e and * ^ e a t has r e l a t i v e l y dec reased in t h e r e c e n t y e a r « . Vihich 
s u g g e s t that p r i c e s of r i c e and wheat d i d n o t change much from p r e -
n a r v e s t p e r i o d t o p o s t - h a r v e s t p e r i o d i n t h e r e c e n t y e a r s . 
TRENDS XN AGRICULTURAL PRICES : 
The ICMig term t r e n d in a g r i c u l t u r a l p r i c e s i n I n d i a has been one 
3.14 
of c o n t i n u o u s r i s e , i n Tab ie^ i s p r e s e n t e d t h e exponen t ia l t r e n d 
e q u a t i o n s for p r i c e index and p roduc t ion index of seme a g r i c u l t u r a l 
2 
commodities. The R value for a l l these equations are very high, which 
suggest t h a t the trend conponent of the pr ice index and production 
2 
index s e r i e s i s very important one. The R value for the equation of 
t h e production index of pulses i s very low. i t xs because, i t s pro-
duction had wide fluctuaticnis and did not record any s ign i f i can t 
growth r a t e . A look a t the growth r a t e of the p r ice index of d i f ferent 
commodities in the Table 3.14 reveal t h a t i t i s lowest for \tt\eat and 
T a b l e - 3.14 
Exponen t ia l Trend Equations F i t t e d t o t h e index Number of P r ices 
and Product ion I 19 51-52 t o 1983-84) . 
Food g r a i n s Y = 31.0 2830 e 
0.06335 t 
R^ = 0.93472 
C e r e a l s Y = 33.55881 e ° * ° ^ ^ ^ 3 ^ 
R^ = 0.91821 
o< V -.4 r./i^v.n 0 . 0 6 2 2 3 t 
Rice Y at 31.34542 e 
R^ = 0.9 3963 
Wheat Y = 33.47168 e'^'^^^''^^ ^ 
R^ = 0.01152 
i u i s e s Y = 24.24717 e"-^'^^^^ t 
R^ = 0.9 2663 
:) i lseerts Y = 20.60432 e°*^ '^^ '^ *^^ t 
R*^  a 0 . y b b 3 2 
Sugar Y = 39.30682 e ° - °^^^2 t 
R^ = 0.94912 
s, Ar^ -.n^cu 0 . 0 6670 t 
t j u r i = 4 0 , 3 7 455 e 
R''' 0 . 6 1 2 4 2 
Contd. 
P r o d u c t l c y t 
F o o d a r a l n s Y = 57.627bO e ° * ^ ^ ^ ^ ^ ^ 
R^ = 0 . 9 1 0 2 3 
n -ic V cv f^iRfi. 0 . 0 2 8 8 9 t 
C e | : e a l s Y = 5 / . O O 7 8 D e 
R^ = 0 . 8 8 5 3 2 
R i c e Y = 50 .75199 eO*°2543 t 
R^ = 0 . 8 7 7 1 2 
; ^ e a t Y = 28 .30391 e ^ ' ^ ^ ^ ^ ^ t 
R^ = 0 . 9 3 9 9 1 
^ u i s e s Y = 92 .16680 e '^ '00255 t 
R^ = 0 . 0 4 1 1 2 
O i l s e e d s Y = 68 .21060 e ° * ° ^ " ^ ^ ^ 
R^ = 0 . 8 2 7 7 1 
V ro c CIoi ^ 0 . 0 2341 t bu g a r c a n e Y = 6 8 . ^ 5 1 2 1 e 
R^ = 0 . 7 8 2 8 2 
- 7 1 
h i g h e s t for p u l s e s . However, a lcx)k a t t h e growth r a t e of t h e p r o -
d u c t i o n index of d i f f e r e n t commodities in t h e Table 3.14 r e v e a l t h a t 
i t i s h i g h e s t for wheat and lowes t fo r j x i l s e s . So we f ind t h a t , t h e 
h igh growth r a t e of wheat p roduc t ion has been a s s o c i a t e d with low 
growth r a t e of i t s p r i c e s and low growth r a t e of t h e p roduc t ion of 
p u l s e s has been a s s o c i a t e d v/ith high growth r a t e of i t s p r i c e s . The 
p r i c e index of o i l s e e d s recorded 7 .8 p e r c e n t . p e r annum growth r a t e 
and t h a t of gur 6.7 pe rcen t pe r annum growth r a t e over t h e p e r i o d . So 
t h e p r i c e index of o i l s e e d s has r e l a t i v e l y recorded high growth r a t e . 
However i n t h e c a s e of p roduc t ion index o i l s e e d s has r eco rded low 
growth r a t e compared t o gtir, a s t h e p roduc t ion index of o i l s e e d s 
r e c o r d e d 2.0 p e r c e n t per annum growth r a t e canpared t o 2.3 pe rcen t 
per annum growth r a t e of t h e p roduc t ion index of gur, over t h e pe r iod . 
We g e t t h e same r e s u l t when we canpa re the growth r a t e of p r i c e and 
p r o d u c t i o n index of r i c e and **ieat. The growth r a t e of p r i c e index 
h a s been r e l a t i v e l y h i ^ for r i c e but t h e growth r a t e of product ion 
i n d e x has been r e l a t i v e l y h igh fo r wheat. 
UNCERTAINITY AND FUJCTUATIQNS IN PRICE : 
An i d e a of t h e f l u c t u a t i o n s i n p r i c e s can be have by t h e c o e f f i -
c i e n t of v a r i a t i o n of the p r i c e index of t h e cciranodltles over t h e 
p e r i o d 1951-52 t o 1983-84. The c o e f f i c i e n t of v a r i a t i o n of t h e p r i c e 
index of d i f f e r e n t ccnmodi t i es for t h e pe r iod 19 51-52 t o 1983-84 have 
been c a l c u l a t e d and p r e s e n t e d in t h e Table 3 .15 . I t i s c l e a r from the 
Table t h a t t h e foodgrains p r i c e s has ve ry h igh f l u c t u a t i o n s and t h e 
f l u c t u a t i o n s i n foodgrains has been genera ted more by pu l se s p r i c e s 
as compared t o c e r e a l s p r i c e s , which i s e v i d e n t from t h e f a c t t h a t 
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Adjusted Index l^imber of I-Jholesale Prlcef (Base for Actual Jat-i 
1970-71 = lOOtl 
Years 
1951-52 
1 9 5 2 - 5 3 
1 9 5 3 - 5 4 





19 59 -60 
1960-61 
19 6 1 - 6 2 
1 9 6 2 - 6 3 








1 9 7 l - f 2 
1972 -73 





1 9 7 8 - 7 9 
1979-80 
1980-81 




1 5 4 . 2 6 
1 3 6 . 8 5 
1 2 3 . 9 3 
9 1 . 3 6 
8 2 . 6 5 
9 9 . 1 6 
9 7 . 2 1 
9 9 . 4 0 
8 9 . 6 5 
8 4 . 3 2 
7 7 . 7 0 
7 6 . 8 4 
7 8 . 7 7 
9 3 . 4 6 
9 2 . 9 5 
1 0 3 . 3 8 
MwSMblwMihen 
1 0 0 . 1 4 
9 7 . 3 8 
9 0 . 7 7 
8 8 . 0 9 
9 5 . 5 5 
1 0 6 . 5 1 
1 3 8 . 9 4 
1 1 5 . 1 2 
9 4 . 7 7 
9 9 . 2 6 
9 4 . 3 7 
9 5 . 1 5 
1 0 4 . 3 9 
1 0 7 . 3 3 
1 0 5 . 1 1 
1 0 8 . 8 2 
C e r e a l s 
1 4 7 . 5 5 
1 2 9 . 8 7 
1 1 9 . 7 5 
9 1 . 7 2 
8 2 . 2 8 
9 8 . 9 9 
9 7 . 7 3 
9 7 . S7 
8 9 . 7 4 
8 5 . 4 6 
1 8 . 4 2 
7 6 . 1 7 
7 8 . 1 0 2 
8 9 . 0 3 
9 0 . 7 8 
1 0 1 . 7 4 
1 0 2 . 1 4 
9 8 . 5 3 
9 2 . 4 2 
9 8 . 8 2 
9 5 . 2 1 
1 0 4 . 5 3 
1 4 0 . 2 7 
1 1 9 . 0 5 
1 0 0 . 2 b 
9 8 . 9 6 
9 1 . 2 0 
9 4 . 5 8 
1 0 0 . 4 3 
1 0 b . 2 r , 
1 0 8 . 8 8 
l l l . b S 
R i c e 
1 4 9 . 8 8 
1 3 3 . 2 0 
1 2 4 . 6 7 
9 6 . 7 4 
8 6 . 4 7 
1 0 0 . 3 7 
1 0 2 . 3 5 
9 6 . 7 6 
9 0 . 7 4 
8 7 . 6 7 
7 9 . 9 7 
7 9 . 0 6 
8 2 . 9 7 
8 4 . 3 7 
8 5 . 1 7 
9 8 . 7 7 
. 1 1 0 . 3 5 
1 0 1 . 6 0 
9 5 . 4 5 
9 1 . 8 9 
8 8 . 9 4 
9 4 . 1 3 
1 0 6 . 8 9 
1 3 1 . 24 
1 2 0 . 3 7 
9 9 . 2 5 
9 6 . 3 0 
8 9 . 8 1 
9 6 . 5 2 
1 0 1 . 4 0 
1 0 4 . 7 4 
1 1 1 . 8 8 
1 1 8 , 9 6 
.•Jh(-it 
1 4 4 . 0 7 
1 4 0 . 8 0 
1 2 3 . 5 2 
9 4 . 5 8 
8 6 . 0 4 
9 y . 3 2 
9 3 . 2 9 
1 0 5 . 9 8 
9 1 . 5 5 
8 0 . 9 3 
7 7 . 3 3 
7 2 . 0 6 
7 3 . 1 9 
9 0 . 2 3 
9 2 . 29 
1 0 3 . 9 9 
1 1 8 . 1 8 
1 0 6 . 8 4 
1 0 6 . 2 8 
9 7 . 5 8 
9 1 . 8 1 
9 2 . 9 1 
8 9 . 2 7 
1 4 2 . 8 3 
1 1 7 . 7 3 
1 0 6 . 0 1 
1 0 9 . 1 5 
9 5 . 9 2 
9 4 . 7 7 
9 8 . 25 
I 0 J . 0 2 
1 0 6 . 7 5 
1 0 ; ! . 5 0 
P u l s e s 
1 6 8 . 6 9 7 
159 . 28 
1 a i . 4 2 
8 0 . 0 3 
7 « , 0 5 
9 3 . 5 1 
8 8 . 2 3 
10 2 . 5 9 
8 5 . 2 8 
7 H , ] H 
7 1 . 5 0 
7 7 . 0 9 
7 9 . 8 t 
1 1 4 . 2 7 
9 9 . 1 9 
1 0 7 . 6 8 
1 4 4 . 9 9 
9 1 . 0 3 
9 0 . 2 0 
8 3 . 6 2 
8 5 . 4 6 
9 8 . 3 0 
1 1 6 . 4 3 
1 3 1 . 0 8 
10 1 . 89 
7 5 . 4 8 
1 0 2 . 9 4 
1 0 9 . 1 3 
9 9 . 2 6 
1 2 1 . 6 8 
3 1 7 . 7 4 
9 6 . 9 6 
10 2 . 7 4 
O l l s - ^ c d s 
1 6 0 . 3 0 
1 1 5 . 5 0 
13? . .2 ' j 
9 0 . 7 2 
7 8 . 0 1 
1 0 1 . 4 0 
9 4 . 1 1 
9 2 . 0 2 
9 0 . 2 1 
9 7 . Mb 
B 9 . 6 3 
8 3 . 1 3 
7 7 . 6 2 
9 0 . 6 3 
1 0 1 . 5 1 
1 1 B . 4 7 
1 0 4 . 9 6 
8 6 . 0 9 
1 0 0 . 4 9 9 
1 0 2 . 7 3 
8 5 . 5 3 
8 8 . 5 8 
1 2 8 . 1 4 
1 2 9 . 6 9 
9 7 . 5 6 
9 7 . 1 2 
1 0 9 . 3 5 
9 7 , 6 1 
9 4 . 7 3 
10 '< .90 
110.Sy 
1 0 1 . 0 2 
1 1 3 . 1 1 
•'•UG-r 
1 2 7 . 0 1 
n'>.<>•• 
1 0 0 . 4 0 
1 0 7 . 1 3 
9 2 . 7 ' } 
m .'>'< 
96.Mf, 
1 0 0 , ' H 
9 7 , 4 2 
0 -1,0') 
B'),7 3 
1 1 7 . 9 7 
8 8 . 30 
9 0 . IB 
0 7 , 0 7 
8 7 . 9 1 
9 3 . 7 9 
9 5 . 9 5 
9 0 . 0 3 
8 5 . 2 7 
9 8 . 3 3 
1 1 6 . 8 1 
1 1 3 , 8 0 
l l h . " ! ' ' 
10'',-If, 
1 0 6 , 4 3 
9 2 . ^ 0 
R0.B1 
9 7 , ' - 4 
17 3 . ' ' ' -
I2n.r.>i 
9 8 . 4 9 
9 7 , 7 ? 
Oir 
1 5 1 . '^ 3 
' • f^  ''/r-i. 
1 7 c . 11 
1 0 7 . 43 
97 . 60 
/ 3 . 0 •' 
7 •'. f-n 
n. 3 . ' 1 fj 
Of). 4" 
7 6 . -'0 
6 1 . 1 2 
7 8 . 3 7 
1 0 4 . " ' ' 
" 7 , "7 
f . t . 9 4 
8 4 , 6 8 
170.8-^ 
1 >•-1. 57 
6 9 . 0 5 
'•'''. 2.'! 
9 3 . 0 0 
1 1 6 . 1 4 
1 1 0 . 7 4 
10 4 . 1 3 
1 0 9 , 7 4 
1 0 3 . 9 9 
B . 91 
f.P!.51 
9 3 . 0 0 
! 1 2 . 6 ' 
7 7 . 9 t 
7 0 . 2 7 
9 7 . 7 7 
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as ccmpared 59.91 of cerea ls , Amuig the two important components of 
cereals viz r i ce and wheats the coefficient, of variation in the price 
index of r ice i s higher as compared to >jheat, which suggest that prices 
of r i c e has fluctuated more &s compared to v^eat. Prices of c^iseeds 
and gur too have very high fluctuations. When we conpare the fluctuat-
ions in the prices of ccmtnodities between two periods i . e . 19 51-52 t o 
1970-71 and 1970-71 to 1983-84, WG find that i t has been re lat ive ly 
higher during the period 1951-52 to 1970-71. It i s evident frcm the 
re la t ive ly high coef f ic ient of variation of commodities during the 
period 19 51-52 t o 1983-84. 
The coef f i c i ent of variation of the price index of a ccnwiodity 
over a period gives an idea of the deviat iais of actual price index 
from the average price index for the period. But fron the point of 
view of xJie price pol icy i t wi l l be more useful to know tiie variation 
of agricultural prices around trend values of the respective years. 
For such an analys is , es^cxiential tr^id equations were f i t t ed to a l l 
the series of production index and price index of agricultural ccromo-
d i t i e s . Then the series were adjxisted for tr«id. For adjusted seri i^, 
thus obtained, coef f ic ients of variation were worked out, which can 
be taken to be fa ir indicator of f luctuations. As aggregative data at 
a l l India l eve l has been taken up for analysis , we can not claim to 
give here an estimate of uncertainty facing individual farmers or 
partictilar regions. Yet a measure of xmcertainty a t the aggregate level 
can indicate the magnitude of the prooiem for the pol icy makers. It 
can also throw l ight on, which of the particular crops in general are 
subject to greater f luc tuat ia i s . 
The adjusted index numbers have been plotted on a graph to give 
a proper visual impression of fluc-cuations. All the charts, are drawi 
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t o the same scale* t o f a c i l i t a t e coroparlsion. In a l l the diarts , 
morever, the unbroken l ines represents index numbers of prices and 
the broktfi l ines represents index nximber of production, 
A scrutriinjof graphs would show that no iregularity i s seen in 
the fluctuations either of prices or production within the cAMianmt* 
ions here. Broadly the adjusted index mattber of p r i c ^ are abov^e, 
the 100 in the recent years, ^rice index of foodgrains, cereals* 
r i ce v*ieat and pulses were quite below the trend and i t has never 
been so both before and after th i s period, Canparision of the adjus-
ted index number of different commodities in the Table reveal no 
common pattern. Ev&i the comparlslon of the adjusted index number of 
two commodities do not reveal any common pattern, apart from degree, 
even direction do not always coincide. 
A prec i se idea of the degree of f luct iat ions around trend can 
be obtained only from the coe f f i c i ent of variation of adjusted 
ind ices . In the Table 3.18 these are arranged in ascending order of 
coef f i c ient of variation of the adjusted index number of prices , so 
that the order can be compared with the order of coef f ic ient of varia-
t ion of the adjusted index number of production. CXir analysis of the 
coe f f i c i ent of variation of the adjusted ind^e number of prices and 
production reveal that i t i s higher in the former. So we find that 
prices of trte commodities have f l ictuated mere than the ir production. 
Ihe coe f f i c i en t of variation of the adjusted index number of gur 
prices i s 27.16, v^ich i s the highest in the Table. So we can say 
that as compared t o other commodities prices of gur have fluctuated 
more. Being an inferior commodity. Whose demand i s l i k e l y to go down 
coe f f i c i en t Of Variation of the Adjusted Index 
Number of Prices and Product la i 

























Source Ib id Table- 3.16, 3.17. 
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wlth fa l l in sugar prices and inv .ease in the income of the p«Opl«# 
Govt, has never made any serious effort t o check and regulate i t s 
prices and i t has been l e f t t o market forces t o decide i t as a r«sult 
i t s prices fluctuated more compared to other coinnoditi«i« Th« c o e f f i -
c i e n t of variation of the adjusted index number of oilsaads prices i9 
Table 
12.32, \^ich i s lowest in the^eanxng thereby that oilswids p r l c ^ 
have fluctuated l e s s compared t o other cownodities. An important rea-
son of I t i s consistent ly increasing demand for i t , uhich ia the face 
of no s ignif icant change in i t s production has inczreased the oilseeds 
prices more consistent ly . 
The coef f i c ient of variation of the adjxisted index nximber of 
cereals prices i s 16.50 as compared to 23,35 of pulses. So i t i s 
evident from the figures that prices of cereals have fluctuated less 
as compared t o pulses. The responsibi l i ty of i t can be attributed to 
nigh fluctuations in the production of pulses compared to cereals , as 
the coe f f i c i en t of variation of the adjusted index number of cereals 
production i s 8,29 as compared t o 11.47 of pulses. The coefficiieiit of 
variation of the adjusted index namber of viheat prices i s 17.46 as 
comi-ared t o 16.24 of r i ce . So we find that prices o£ lAieat have fluctue 
ted more compared t o r i ce . I t can be becausa of no s igni f icant change 
in the prod\x!tion of r i ce compared to wheat, % i^<^ prodoctlon have 
fluctuated more because of the improvoment in i t s production and rep-
eated crop fai lures as a result of drought. Since i^eat i s generally 
grown in such regions of the country. Where the rainfal l i s low and 
drought has been very frequent the impact ot drought has been raoxre on 
wheat compared to r i c e . So we can say that re lat ive ly hig^ fluctuations 
in t:he production of wheat has been responsible for hig^ flxctuations 
in i t s price conpared t o r i ce . It i s quite evident from the coefficient 
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of variaticn of the adjusted index number of lAeat prodictlon ^idtt 
i s 14.43 compared t o y,51 of r i c e . 
As di f ferent cornnodities have different price e l a s t i c i t i e s of 
demand their prices do not respond equally to variation in product* 
ion. Also, variables other than production may have di££«rcmt inpKrt 
on different conmiodities. These factors have to be kept in mind i ^ i l e 
re lat ing, cQBtfficient of variations in price* %iith those in produtct-
ion of different correnodities and a l l other variables are assumed as 
given there need not ex i s t any relation between these t%<o se t s of 
coe f f i c i ent of variation. 
On the whole i t seems that v^ile a l l the ccmmodities are subject 
t o s igni f icant fluctuations, the problen i s great in respect of gur 
and pulses. Stabi l isat ion po l ic ies must pay suf f ic ient attention to 




Varioijs f a c t o r s i n f l u e n c e the p r i c e behaviour of a g r i c u l t u r a l 
commodi t ies , which p l ays a v i t a l r o i e i n our eccnocnlc l i f e # MW3 
amongst them t h e most impor t an t s i n g l e f a c t o r r e s p o n s i b l e I s t h e 
changes i n the aggrega te supply and demand of farm p r o d u c t s . Besides , 
changes in monetary and f i s c a l * t r a d e and t a r i f f p o l i c i e s , f o r e ign 
p r i c e s , c r e d i t and s t o r a g e f a c i l i t i e s a long with the genera l p r i c e 
l e v e l have some e f f e c t o r t h e o t h e r on a g r i c u l t u r a l p r i c e s . In f a c t 
t h e p r i c e s of farm produc ts a r e s o s e n s i t i v e t h a t they a r e a f f ec t ed 
c o n s i d e r a b l y by every d e c i s i o n p o l i t i c a l or economic. 
At any t ime p r i c e s w i l l move upward when t h e aggrega te demand 
o u t s t r i p t h e agg rega t e supply and v i c e v e r s a . U l t ima te ly i t i s t h e 
e q t i i l i b r i u m of demand and supp ly t h a t de termines t h e p r i c e s . There-
f o r e , i n a n a l y s i n g p r i c e movsnent* a d e t a i l e d examinat ion of these 
two f a c t o r s become n e c e s s a r y . 
FACTORS AFFECTING SUg>LY 
At any t ime t h e agg rega t e supply c c n s i s t s of ( i ) s t o c k s a v a i l a b l e 
( i i ) prodxjcticai du r ing the pe r iod , and ( i i i ) impor ts t o augment the 
domest ic supply , of coxjrse i f in any one year t h e r e a r e e x p o r t s , they 
w i l l r educe t h e aggrega te supply t o t h a t e x t e n t . 
Supply frcm s t o c k s over long pe r iods i s p o s s i b l e only i f i n t h e 
p a s t s u f f i c i e n t s t o c k s have been b u i l t up due t o g r e a t e r a v a i l a b i l i t y 
compared t o demand. In t n e wake of con t inuous s h o r t a g e and the t o t a l 
p r o d u c t i o n be ing l e s s t han t h e t o t a l demand over a number of y e a r s , 
t h i s f a c t o r had been of l i t t l e impor tance . But i n r e c « i t years Govt, 
has been a b l e t o b u i l d up buf fe r s t o c k s , as a r e s u l t of improvement 
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i n production. S t i l l ovoc buffer s tocks are not s u f f i c i e n t t o inilvumcm 
p r i c e s cons iderably . 
PRODUCTION 
I t i s the hone productiexn which can inf luence the &ggc9^slt.m ai^pply 
and thus , the pr ices cons iderably . Soon a f t e r Independem:** t^« Oort« 
of India and the S t a t e Govts, recognised the importance of a ^ l c u l t u * 
r e i n the Indian E son any and the need for i t s promotion i n the fc^cfflu-
l a t i o n of schemes for planned development. Extension of i r r i g a t i o n 
f a c i l i t i e s , s o i l conservatican schemes, supply of f e r t i l i z e r s , improved 
s e e d s , p e s t i c i d e s and c r e d i t alongwith the provis ion of extens ive 
S e r v i c e , reacnlng down t o the v i l l a g e l e v e l , are some of the measures 
under taken d i r e c t l y to increase production land reformed measures, 
var ious programmes of cooperat ive development and other s tructural 
i n s t i t u t i o n a l and technoiogica l programmes have a l l been attempted 
t o speed up the agr icu l tura l development prograraties. The growth rate 
in agr i cu l ture , as a r e s u l t of a l l these e f f o r t s represents a marked 
improvement, aut even t h i s marked iraprovanent had never been s u c c e s s -
fu l (except f i r s t plan) t o have cons iderable inf luence on p r i c e s . 
Prom 19 51-52 t o 1970-71 index of foodgrains production increased by 
108.9 9 percent and pr ice index by 96.07 percent. Fu^cther from 1970-71 
t o 1983-84 index of foodgrains production increased by 41.80 percent 
and that of p r i c e index by 173.2 p e r c o i t . Index of o i l s e e d s productioi 
increased from 19 51-52 t o 1970-71 by 81.17 percent and that of pr ice 
index by 180.11 percent . Further fron 1970-71 t o 1983-84 index of o i l -
seeds production increased by 20.6 percent and that of pr ice index 
by 20 2.5 percent . Index of sugarcane production increased frQ» 19 51-52 
t o 1970-71 by 44.40 Percent and that of gur pr i ce index by 51.54 
/ * ; — > ] 
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percen t . Further from 1970-71 to 1983-84 index of sugarcane prodtoction 
increased by 39.50 percent and t h a t of gur prices by 238.4 perc^xt. 
From the above analysis i t i s c l e a r t h a t pr ices have increased 
more sharply during the period 1970-71 t o 1983-84 as conpsred t o t i» 
per iod 19 51-52 t o 1970-71. Further t he increase in foodgcalns prices 
i s lov^c as canpared t o t h a t of oi lseeds and gur. I t i s pa r t l y because 
of r e l a t i v e l y h ic^ income e l a s t i c i t y of demand for o i lseeds and gur 
and p a r t l y because of r e l a t i v e l y low growth r a t e of production of o i l -
seeds and gur. The improvement in t he foodgrains pro<jtoction has been 
l imi t ed t o c e r e a l s . This i s evident from t h e f ac t t h a t index of cereal 
production increased from 1951-52 to 1970-71 by 1 » . 2 peccai t as com-
pared t o t he index of pulseS production of 37 pe rcen t . In t h e next 
per iod from 1970-71 t o 1983-84 index of cereal production increased 
by 45.7 4 pe rc« i t as conpared t o 9.48 percoi t of the index of pulses 
product ion. As a r e s u l t of t h i s slow growth of production pr ices of 
pu l ses increased sharply as conpared t o the cereals* The improvement 
in c e r e a l prodixition has a l s o been l imi ted t o mainly wheat. Index 
of t h e production of wheat increased from 19 51-52 t o 1970-71 by 
318.7 percent as compared t o 42.89 percent increase in the index of 
r i c e . In the next peariod from 1970-71 t o 1983-84 index of wheat p ro-
duct ion increased by 89.25 percent as compared t o 42.89 percent 
inc rease in the index of r i c e production. 
I t i s c l e a r from our analys is of the exponential growth r a t e 
of p r i c e s and production of d i f f e ren t comnodities as well as group 
of conTOOdities in chapter-3» t h a t those cotmnoditi€^ and group of 
c orranodities which show r e l a t i v e l y high growth r a t e of production 
t h e i r p r ices show r e l a t i v e l y low growth r a t e . Annual growth r a t e of 
production of v^eat i s 6.6 percent arKi t h a t of i t s pr ices i s 5.6 
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Percen t . In con t ras t t o i t annaal growth r a t e of production of p u l s ^ 
i s 0,25 percent and that of i t s p r i ces i s 7.97 percent . 
Variat ions in the production of d i f fe ren t cornmodities and group of 
ccmraodities have not been uniform throughout the period iarcm 1951-52 
t o 1983-84. The coe f f i c i en t of var ia t ion of d i f f e ren t ccnmodities «rid 
group of coRinodities has he&i ccmFuted and presented in the Table 3.15 
The va r i a t ion in the production of vjheat has b e ^ found highest and 
t h a t of lowest in the production of pu l ses . The var ia t ion in t he pro-
duct ion of r i c e has been half of the var ia t ion in the production of 
»*ieat. The c r e d i t for the la rge var ia t ion in the production of «ht^t 
goes t o green revolu t ion . But there are other factors ^ i c h are a lso 
respons ib le for i t and cwie such factor i s weather. Though a l l crops are 
equa l ly exposed t o drouc^t# but s ince v^ i^eat i s grown in such par ts of 
t h e country, where drought i s more frequent and have i t s impact maximvsn 
as a r e s u l t of which i t a f fec ts the producticn of wheat more. Further the 
new v a r i e t i e s of Wheat needs water and f e r t i l i z e r a t a p a r t i c u l a r time 
and f a i l u r e of which bring down the production considerably. The,. 
variaticMi in the production of sugarcane has been more than that of 
o i l s eeds production. Frcm the Table i t i s c l ea r t h a t tne var ia t ion in 
t h e production of a l l t h e crops had been h i ^ e r dxiring the period 19 51-
52 t o 1970-71, as compared to the period 1970-71 t o 1983-84. An Import 
t a n t reason of i t i s , t h a t t h e former period as compared t o the l a t t e r 
pe r iod i s l a r g e r . However during the l a t t e r period production of t3ie 
crops have r e l a t i v e l y behaved in a more ccmsis tent way, because of the 
i n s t i t u t i o n a l , and technological changes as well as other measures tak«i 
by the Govt. 
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Our experience SVJOWS tha t t h e r e has been two t o three bad \«ather 
years in each and every plan, as a r e s u l t of which production had 
never been allowed t o have a ccais is tent ly upward trend for a longer 
pe r iod . So as to have considerable impact on p r i ces . Since t h i s var iable 
i s of so much s ignif icance , i t wi l l be very useful t o analyse i t . 
The regicMial d i s t r i bu t i on of ra inful i n India i s very uneven on 
t h e one end of the sca le , we have two zones of 'excessive r a i n f a l l , 
comprising the v^s tem GJiats and the cuter slopes Of Hiiaala^s* The 
annual r a i n f a l l i n t h i s region var ies fron 70 t o 200 inches and these 
may be regarded more or l ess Irnnmne from drought sand consequent f a i l u r e -
s of c rops . Next comes the be l t with an annual average r a i n f a l l of 30 
t o 70 inches . This b e l t comprises Bihar, Orissa, Eastern U.P. as far 
west as Kanpur and beyond t h i s a b e l t varying from 100 t o 50 or 60 
roiles in %rf.dth, v*iidi s k i r t s the base of the Himalayas i«>to the fur ther 
ext remity of Punjab. I t a l so include the v^ole of Madhya Pradesh eastern 
A. P. the eastern Ghats, par t s of 'Tamil Nadu and the coas ta l plain of 
Mysore. I t i s t h i s l a rge area, \*iich i s most suscep t ib le to f a i lu re of 
crops on account of drought. This i s because of the fac t t h a t for normal 
a g r i c u l t u r a l operat ions 30 t o 35 inches of r a i n f a l l spread out i s 
considered suf f ic ien t to supply a l l the water needed for plant growth. 
In normal years the rain water i s su f f i c i en t for cu l t iva t ion in these 
areas and i r r i g a t i o n works therefore do no t a t t r a c t p r iva te o r public 
investment. 
For crop productl(»i, even d i s t r i b u t i o n of r a i n f a l l over the agr i -
c u l t u r a l season i s far more important than the quan t i t i e s of r a i n f a l l 
i n the year . The <diolce and combination of crops in each of the mete-
orologica l region of the country i s n ice ly adjust^a, by age old 
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t r a d l t l o n s and p r a c t i c e s , t o the ava i lab le quant i ty and seasonal 
d i s t r l b u t i c n of agr icu l tura l water supply, Ihus, in tiie case <«f bo#i 
bhadol and ^ghanl harvests of paddy In the lower and middle Gmgm 
v a l l e y , for ins tance , premonttocy showers a t t h e beginning of ST«IB«C 
are needed for p l o u ^ i n g the land and sowing the seeds . Fai lure of 
t h e s e showers delays sowing. In the case of the fozmer rain i s again 
necessary in September and in the c a s e of the l a t t e r in Qct<&er far the 
Purposes of t r a n s p l a n t a t i a i . Fa i lure of October ra ins loeid.X7 knoMs 
a s h # t h i a s p e l l s d i s a s t e r in the r i c e growing t r a c t s of the north-
e a s t . Showers are then needed a month l a t e r for preventing withering 
Of the p lants and helping grain t o grow en the p l a n t s . Fai lure of 
r a i n at any of the three s tages can prove deadly for crop production 
and t h i s i s simply wtiat has happened i n repeated years in the pas t . 
In the i n i t i a l years of planning, addit ion t o agr icu l tura l output 
were secured more from the e x t o i s i o n of area under cu l t iva t i cm than 
from any increase xn product iv i ty , Now, we have reached such ai s tage 
t h a t t h e r e i s no p o s s i b i l i t y of extending t h e area under c u l t i v a t i o n . 
So the product iv i ty hereaf ter w i l l have t o carry almost the e n t i r e 
burden of increas ing t h e agr icu l tura l production, which i n India i s 
d i s t i n c t l y low as conpared t o other c o u n t r i ^ of the world. 
MARKETABLE SURPLUS AND IMPORTS 
The behaviour of a g r i c u l t u r a l pr i ce s i s dependent not merely on 
the t o t a l production of agr icu l tura l commodities but a l s o en that 
por t ion of I t v^ich i s marketed. In fac t i t i s the var iat ion in the 
marketed surplus rather than the var ia t ions in production that i s 
important from the po int of view of p r i c e s . In a poor and uncertain 
econcmy l i k e ours, farmers s e l l only a anall port ion of the produce 
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t o keep the r e s t for t n e i r own consumptlcn. So an overal l Increase 
in a g r i c u l t u r a l production or ag r i cu l tu ra l product iv i ty in general 
may not increase the marketed supply much as a r e s u l t pr ices a re not 
l i k e l y t o change much. 
Ttie marketed surplus represents the theore t i ca l surplus avai lable 
for d isposal with the producer l e f t a f t e r h i s genuine requirenents of 
family ccnsumptican, seeds, payment of wages in kind, feed and wastage 
have been met. i h i s i s distingxiished fran the marketed surplus which 
r ep resen t s only t h a t portion of marketable surplus %*ilch i s ac tual ly 
marketed and i s placed a t t he disposal of non-producers. Marketed 
suirplus may be l e s s equal to or ev&ci more than the marketable surplus 
depending upc*i external factors operating in the market economy. 
Two main hypothesis have been advanced t o explain the re la t ionship 
between pr ices and marKetable surp lus . One study forcefully postvilates 
an inverse r e l a t ionsh ip between pr ices and the marketable surplus . 
This hypothesis leads us t o bel ieve tha t the marketable surplus i s 
i nve r se ly r e l a t ed to p r i ces . Given t h i s behavioural pat tern , the 
market a r r i v a l s of the commodities may ac tua l ly decline in periods of 
high pr ices and vice versa. However t h i s i s purely a s t a t i c case. 
When a g r i c u l t u r a l production grows, the e l a s t i c i t y of the marketable 
su rp lus wi l l i nva r i ab le be p o s i t i v e . The second group propounds the 
view t h a t the farmers have become high ' p r i c e conclotas and t h a t espe-
c i a l l y mediun and l a rge farmers on t h e bas i s of t h e i r ' p r i c e exper-
ience* have a l t e r e d the d i s t r i b u t i o n of sales of grain s u i ^ l l e s . 
Ins t ead of disposing of t h e i r surplus grain in the Inanediate post 
h a r v e s t period they postpone t h e i r sa les t o the lean season in order 
t o ge t higher r e tu rn . 
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The f i r s t hypothesis can be t rue i f we accept tha t the farmer's 
cash requirements are near ly fixed and, given the p r i ce level , the 
marketed porticai of the output i s c'stermined. However th i s b^av iou r 
i s c r v c i a l l y dep«idei t on the assumpticrv that t h e farmers have In-
e l a s t i c cash requirements. I t i s a l so d i f f i c u l t t o assume a s imi lar 
behavioural pa t t e rn for t he siibsistence farmers but for them i t i s 
the l e v e l of ccnsumpticn that i s fixed and the marketable surplus i s 
the r e s idua l . Similar ly , t^e second hypothesis a l s o se«BS t o be wrong. 
^ s from our ana lys is of ag r i cu l tu ra l p r i ces , we find t h a t pr ic«s of 
a lmost a l l the crops become low during post harves t period, v^lch i s 
because a major f rac t ion of marketed surplus cones in the market 
iraroediately a f t e r the harves t . 
Poodgrains Enquiry Coninittee 1957 Observed $ 
"On a p r i o r i grounds, i t may be said tha t i f production increases 
and p r i ces f a l l , marketed surplus wil l increase more than proport ion-
a t e l y , owing t o the tendency of de-hoarding i n i t i a t e d thereby. Similarly 
i f production f a l l s and pr ices r i s e marketed surplus wi l l increase 
more than propor t iona te ly owing to stimulus t o greater dishoarding 
imparted thereby. Bit a s i t ua t i on may a r i s e with pr ices and production 
moving in t he same d i rec t ion v^en marketed surplus may behave qu i t e 
e r r a t i c a l l y . 
This i s bound t o be the case i n a coxmtry where t h e siarplus i s 
only a marginal one or where "incone ef fec t of a change in pr ice on 
consumption tends t o be s t ronger than the subs t i tu t ion effect , 
1. Poodgrains Enquiry Cornmittee, 1951, ^ o v t . of India, p . 44, 
2. Ib id , p . 45. 
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P.N. Mathur and Mannan Ezekiel argued t h a t : "In the poor and 
uncer ta in economy of the underdeveloped countr ies , t h i s analysis of 
the marketing process vmderlying the concept of marketable surplus 
hardly descr ibe the t r u t s i t J i a t i on . I t would be troich more accurate and 
c e r t a i n l y much more helpful in understanding the situation^ to say tha t 
farmers s e l l t h a t amount of output which wi l l give them the anount 
of money needed t o s a t i s fy t h e i r cash requirements and r e t a in the 
balance of t h e i r output for t h e i r ovm constjgnption. The res idual i s 
thus no t t h e amount sold but the amount re ta ined . I f p r ice r i s e , the 
s a l e of the smaller amtxint of foodgrains provides tjie necessary cash 
and v ice versa . Thus p r ices and marketable surpius move in opposite 
d i r e c t i o n s " ^ . 
There i s no prec i se or upto-date est imate of e i t h e r gross or net 
marketed surplus covering, the e n t i r e economy. Attempts were made by 
Off ic ia l agencies t o c o l l e c t f igures of ne t marketed surplus of wheat 
and r i c e in a few s t a t e s in 1955-56 and 1956-57 respect ive ly . The 
average uf ne t marketed surplus of r i c e in 1956-57 was about 31.4 
p e r c e i t of the t o t a l r i c e output . In 1955-56 the average of net mark-
e ted surplus of y*ieat in f ive s t a t e s vas about 32.7 p e r c ^ t of to t a l 
product ion . According t o the Rural Credi t Survey Report 65 percant of 
the t o t a l prodxce does not cone t o the market. Thouc^ these s tud ies 
a r e q u i t e old, but, the s i t u a t i o n have not changed much 
In order t o remove the shcartage of ag r i cu l tu ra l commodities the 
Govt, has imported seme of theSe conmodities from time to t ime. This 
i s i n s p i t e of the fac t tha t India pr imari ly i s an ag r i cu l tu ra l countrv. 
3 . Mathur, P.N, and Ezekiel Hannan, Marketable Surplus of Pood and 
Pr ice Piuctuat lcns in a Developing Economy". vol - i4 , 1961, 
p . 397. 
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There a r e seme a g r i c u l t u r a l conmodicles t h a t we a r e impor t ing withcxit 
any d i s r u p t i o n . Even foodgra ins have c o n t i n u o u s l y been imported with 
t h e except ion of few y e a r s . In 1983-84 our import of foodgra ins vgas 
3.7 3 m i l l i o n t o n n e s . As a r e s u l t of t he l a r g e impor t of foodgrains and 
o t h e r commodities, domest ic supp ly of t h e s e commodities i n c r e a s e d t o 
r e d u c e t h e pace of the i n c r e a s i n g p r i c e s of t h e s e commodities. Import 
a l s o d i s c o u r a g e hoard ing and t h u s , market supp ly may i n c r e a s e more than 
t h e impor ted amount as a r e s u l t t h e impact on p r i c e s i s l i k e l y t o be 
l a r g e , 
FACTORS AFFECTING DEMAND 
The demand fo r a g r i c u l t u r a l commodities have Inc reased q u i t e 
s h a r p l y d u r i n g t h e pe r iod under s t udy . Many f a c t o r s a r e s a id t o be 
r e s p o n s i b l e for i t . But two main f a c t o r s a r e (1) u r b a n i s a t i o n and 
p o p u l a t i o n growth ( 11 ) changes in income, 
POPULATION GROWTH AND URBANISATION 
Both p r o d u c t i o n and - PWHilation have i n c r e a s e d oveo: t h e pe r iod 
u n d e r s tudy . But t h e r a p i d i n c r e a s e in t h e popu l a t i on have admost 
n e u t r a l i s e d t h e i n c r e a s e in p r o d u c t i o n . IXirlng t h e f i r s t decade of 
p l a n n i n g , p o p u l a t i o n r o s e a t an average annual r a t e of 2.22 p e r c e n t . 
Dur ing 1961-71 and 1971-81 t h e r a t e of groirth was s t i l l h i c ^ e r a t 2,5 
p e r c e n t p e r anmun. S ince Independoice t h e popu l a t i on has doubled i t s e l f 
and now s t ands a t around 68,38 c r o r e s ( accord ing t o 1981 c e n s u s ) . Thus 
I n d i a i s going through a seve re p o p u l a t i o n exposlon v*ilch has r e s u l t e d 
in heavy i n c r e a s e i n demand fo r a g r i c u l t u r a l commodit ies . As a r e s \ i l t 
of t h e r a p i d i n c r e a s e in p o p u l a t i o n , t h e per c a p i t a a v a i l a b i l i t y of 
t h e commodities have no t i n c r e a s e d much over t h e p e r i o d . I f we c o n s i d e r 
.86-
t h e two I t a n s of the foodgra ins , c e r e a l s and p u l s e s , t he per c a p i t a 
p e r day a v a i l a b i l i t y of c e r e a l s i n c r e a s e d from 356,98 gns in 19 51 t o 
442 .1 gms. i n 1984 and t h a t of p u l s e s decreased from 67.39 gns . in 
1951 t o 41.0 gns . in 1984. 
Every i n c r e a s e in popu l a t i on means an i n c r e a s e in t h e demand for 
food and o t h e r a g r i c u l t u r a l p r o d u c t s . Apart from t h i s , a l a r g e p a r t of 
t h e Ind ian popu la t ion i s under -ncur i shed due t o pover ty . Dr. P.V. 
Sukhatme has e s t ima ted t h a t in e a r l y s i x t i e s around 25 c r o r e s people 
i n I n d i a s u f f e r e d from e i t h e r m a l n u t r i t i o n or u n d e r - n u t r i t i o n or both. 
A c o n s i d e r a b l e p ropo r t i on of t h i s people even now, l i v e in semi s t a r -
vat icai c o n d i t i o n . As a r e s u l t of t h i s under -ncur i shment the e l a s t i c i t y 
of demand for food has been f a i r l y h i ^ , more s o in l e s s developed ru ra l 
a r e a s . This c e r t a i n l y makes i t s mark on the r e l a t i o n s h i p between pojxila-
t i o n growth and supply of a g r i c u l t u r a l p r o d u c t s . 
The p o p u l a t i o n growth i s n o t t h e only f a c t o r c o n t r i b u t i n g t o t h e 
i n c r e a s i n g demand f o r a g r i c u l t u r a l p r o d t c t s . Popula t ion growth i s now 
a s s o c i a t e d with i n c r e a s e i n the pe rcen tage of t o t a l popu la t ion l i v i n g 
i n u rban a r e a s , with the r e s u l t t h a t each a g r i c u l t u r a l v;orker has t o 
p roduce more food and f i b r e fo r t h e i n c r e a s i n g urban popu la t i on . In 
r e c e n t y e a r s , t h e urban popu l a t i on in Ind ia has i n c r e a s e d a t an annual 
r a t e of more than twice as l a r g e as t h a t shown by t h e t o t a l p o p u l a t i o n . 
CHMGSS IN IMCCME 
I n a c o u n t r y l i k e a i r s , vi\ere a major properticwi of the popu la t l cn 
i s under - f^d and where t h e income e l a s t i c i t y of demand fo r food i s 
f a i r l y h igh, i n c r e a s e i n incone means a c a t a s t r o p h i c i n c r e a s e in the 
demand for food and r e l a t i v e s n i f t on demand from i n f e r i o r t o super -
i o r q u a l i t i e s of p r o d u c t s . Economic growth impl ies t h a t secondary and 
4, Sukhatme, P .V. , Feeding I n d i a ' s Growing M i l l i o n s , (Bombay, 1965) p .75 
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t e r t i a r y sec to r s of economy expand a t a f a s t e r r a t e than ag r i cu l t u r e . 
Tnis wil l mean tha t the demand for the ag r i cu l t u r a l surplus will i nc -
rease when a t the same time the percentage of population engaged in 
a g r i c u l t u r e and the proportion contr ibut ion of ag r i cu l tu re in the 
na t i ona l income wil l decl ine . 
Agr icul ture prO(?uce v©ge goods irccme e l a s t i c i t y of demand for 
which i s very high. All ava i lab le data r e l a t i n g t o ccwisumers exp&i-
d i t u r e both past and present , show considerable income e l a s t i c i t i e s 
of demand for foodgrains throuc^out the ex i s t ing range of consumers. 
The Govt, pol icy of r a i s i n g the l iv ing standard of weaKer section of 
the soc ie ty and reducing the gap between r i ch and poor have also 
increased the demand fur food. Besides, with an increase in inccxne 
t h e i r v/ill be a s h i f t in the consumer prefers ices a l so . Demand for 
super io r qua l i ty foodgrains wi l l tend to increase . This has been the 
t rend in recent years demand for coarse grains l i k e bajra and maize 
i s on the dec l ine . This i s a l so due to the f ^ t t h a t there i s now very 
l i t t l e difference in the p r ices of coarse and superior gra ins . The 
c ross e l a s t i c i t y of detiand seews t o be hic^ in between the infer icc 
and superior gra ins . No doubt the income e l a s t i c i t y of demand for 
foodgrains i s qu i t e h i ^ but i t wil l go on decl ining as econanic deve-
lopment well proceed and consequently the l i v i n g standard of pooig 
be r a i s ed . The decl ining income e l a s t i c i t y of demand for foodgrains 
sha l l be replaced by increasing income e l a s t i c i t y of demand for other 
ag r i cu l t u r a l products l i k e oi lseeds and sugar. In fact t h i s has been 
the case during plans, but only with those above the poverty l i n e . 
besides tnese factors , a f fec t ing the a g r i c u l t u r a l demand and 
supply and thus ag r i cu l tu ra l p r i c e s , other factors have a lso influenced 
t h e agr icu l tu ra l Prices considerably. 
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SPECULATICN /\ND SPsCULATiVS HOLDING 
O p e r a t i o n of t h e f u t u r e m a r k e t s a l s o t e n d t o i n f l u e n c e t h e p r i c e 
t r e n d s . The movements of p r i c e s i n f u t u r e p r o v i d e s a s o r t of b a r o -
m e t e r f o r d e t e r m i n i n g p r i c e s i n t h e v a r i o u s p r i m a r y and s e c o n d a r y 
m a r k e t s . S p e c u l a t i o n i f a l l o w e d a g g r e v a t e s t h e r i s e of a g r i c u l t u r a l 
p r i c e s . However, i n o u r c o u n t r y a l l s o r t s of f u t u r e t r a d i n g ar-^' 
b a n n e d and t h i s f a c t o r , t h e r e f o r e , i s n o t o p e r a t i v e . 
Bu t s i n c e t h e r e i s n o s o c i a l c o n t r o l o v e r t h e t r a d e r s Or t h e 
p r o d u c e r s , t h e r e a lways have some o r t h e o t h e r s p e c u l a t i v e h o l d i n g s . 
I n a n t i c i p a t i o n of f u r t h e r r i s e i n p r i c e s p e o p l e w i t h h o l d t h e s t o c k s , 
w i t h v a r y i n g d e g r e e s , t h i s i s t r u e bo th of t h e consumers and t h e 
s u p p l i e r s ( p r o d u c e r s and t r a d e r s ) , The f a r m e r c o l l e c t s t o c k s , t hus 
a g g r e v a t i n g t h e demand and t h e l a t t e r by w i t h h o l d i n g t h e s t o c k e n t e r -
i n g t h e m a r k e t . Th i s happens when t h e r e a r e e x p e c t a t i o n s of a f a i r l y 
s u b s t a i n e d t e n d e n c y t o r i s e i n p r i c e s . Wide v a r i a t i o n s i n p r i c e s i n 
s p a c ? a s we l l a s i n t i m e can a l s o s t r e n g t h e n t h e s p e c u l a t i v e e l e m e n t s 
i n t h e economy. In r e c e n t y e a r s t h e w i t h h o l d i n g of s t o c k s by medium 
and l a r g e f a r w - n o i d e r s and t r a d e r s due t o s e a s o n a l v a r i a t i o n s i n 
p r i c e s i s a l s o r e s p o n s i b l e f o r t h e p r i c e r i s e . 
EFFECTS OF CHANGES IN MaxiSTARY. CREDIT AND FISCAL POLICIES 
The t o t a l money s u p p l y w i t h t h e p u b l i c , t h e c r e d i t p o l i c y 
f o l l o w e d and t h e v a r i o u s f i s c a l measu re s u n d e r t a k e n by t h e Govt, 
a l s o i n f l u e n c e t h e g e n e r a l p r i c e l e v e l i n c l u d i n g a g r i c u l t u r a l p r i c e s . 
P a r t i c u l a r l y s i n c e t h e b e g i n n i n g of t h e second p l a n , huge i n v e s t -
m e n t s h a v e been made and t h e e x p a n d i n g volume of p u o l l c i n v e s t m e n t 
f i n a n c e d t o a c o n s i d e r a b l e e x t e n t t h r o u g h t h e i n f l a t i o n a r y gap i n 
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budge t r e c e i p t s has been the most impor tan t element in the general 
i n f l a t i o n a r y c l i m a t e in the c o u n t r y . 
Mcaiey supply has been supplemented by t h e c r e d i t expansion 
through t h e banking system. Both t i iese have t o be viewed t o g e t h e r and 
t h e n a p p r o p r i a t e l i m i t s have t o be decided upon in t h e l i g h t of 
r e l a t i v e r e q u i r e n e n t s a s well a s what t h e eccnomy can absorb in the 
a g g r e g a t e . 
I n c r e a s e i n product ion has n o t kep t pace with t h e i n c r e a s e in 
money supply and the farmer could not absorb t h e t o t a l money supply . 
The i n c r e a s e in product ion h a s , no doubt, t ended t o moderate and 
a b s o r b the i n f l a t i o n a r y impact of investment expend i tu re t o a con-
s i d e r a b l e e x t e n t . 'Ihe r i s e in p r i c e would have been g r e a t Dut fo r the 
i n c r e a s e in p r o d u c t i o n . On t h e whole a l a r g e p a r t of t h e r i s e in the 
p r i c e l e v e l can be a s c r i b e d t o a genera l i n c r e a s e in demand r e s u l t i n g 
from an i n c r e a s e i n inves tment expend i tu re on p u b l i c and p r i v a t e 
a c c o u n t s accompanied by d e f i c i t f inanc ing and c r e d i t expansion dur ing 
t h e l a s t few y e a r s . 
COST FACTOR 
From a p u r e l y bus iness p o i n t of view t h e c o s t of p roduc t ion should 
a l s o have a de te rmin ing e f f e c t en the p r i c e s . This has bee one a l l the 
more i m p o r t a n t because of t h e need of t rans forming t h e system of 
a g r i c u l t u r e in the count ry and of adopt ing modern techniques of 
p r o d u c t i o n . The a p p l i c a t i o n of more inpu t s and s c i e n t i f i c and modem 
s t o r a g e f a c i l i t i e s w i l l a l s o i n c r e a s e the c o s t of product ion a t l e a s t 
in t h e s h o r t run and thus w i l l a f f e c t t h e p r i c e s of a g r i c u l t u r a l 
p roduce . Bes ides the i n p u t c o s t s , t he c o s t of c i u t i v a t i o n a l s o 
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depends on the s i z e of farms, 0'.,niersnip -nd method of c u l t i v a t i o n o^ 
a g r i c u l t u r a l p roduce . The i n t e r - r e g i o n a l v a r i a b i l i t y in t h e c o s t also 
has i t s e f f e c t on p r i c e behav iou r . 
OTHER FACTORS 
All impor tan t n a t i o n a l and i n t e r n a t i o n a l events a l s o nave t h e i r 
e f f e c t en the p r i c e movements, with the g o i e r a l depress ion of the 
t h i r t i e s ; the p r i c e s of a g r i c u l t u r a l produce in the coun t ry a l s o 
beg^n t o move downward. The outbreak of the Korean war s e t in b u l l i s h 
t r e n d in the p r i c e movemaits, Ihe p o s i t i o n of t h e coun t ry , t he a m ^ d -
ment in the food a i d b i l l by the U .S . Government in 196 4 and the I s r a e l 
U.A. R. C o n f l i c t s Indo-Pak wars and Indo-China war have t h e i r impact on 
t h e p r i c e movanent or t he o t h e r . P r i ce s a l s o have i n c r e a s e d a f t e r 
eve ry general e l e c t i o n as a r e s u l t of t h e exces s ive expend i tu re and 
u s e of the b lack money. 
S i m i l a r l y , economic even t s such as the abandorwtentof the gold 
s t a n d a r d by v a r i o u s c o u n t r i e s , t h e deva lua t ion of Ind ian cu r rency in 
19 49 and 1966, r a i s i n g or lowering of Bank r a t e s , r i s e i n petroleum 
prodtJCts p r i c e s in 197 3 as a l s o the var ious c o n t r o l measures have had 
t h e i r e f f e c t on the p r i c e movements. 
Market ing f a c i l i t i e s and p rope r verehousing f a c i l i t i e s a r e the 
o t h e r f a c t o r s t h a t i n f l e u n c e the p r i c e s of a g r i c u l t u r a l ccramodities t<y 
t o a g r e a t e x t e n t . The p o s t - h g r v e s t depress ion i s mainly due t o i n d e -
g u a t e warehousing f a c i l i t i e s , 
SPECIFIC ATI'•JSi OF 'IHE MODEL 
From the above a n a l y s i s i t i s c l e a r t h a t t h e r e a r e a number of 
f a c t o r s , a f f e c t i n g a g r i c u l t u r a l p r i c e s . From t h e p o i n t of view of time 
t h e s e f ac to r s can be c l a s s i f i e d i n t o two c a t e g o r i e s . 
Imports of foodgrains, c e r e a l s , r i c e and wheat from 19 51-52 t o 
1983-84 (Million tonnes) 
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o ood S t a t i s t i c s , Govt, of India(Various Issues) 
Bconcmic •Purvey, Govt, of India (various I s sues ) . 
Table~4 .2 
Index of ttie t o t a l Mcaiey Supply with t h e pub l i c and gross natlcit<id. 
product at 1970-71 pr i ce from 1951-52 t o 1983-84 (Base 1970*71 • ^ 1 ) 
Year Money Supply G.N.P. 
1951-52 25 .28 48.94 
1952-53 24 .73 50.70 
1953-54 25.14 53.93 
19 54-55 26.92 55.38 
19 55-56 30.60 57.20 
1956-57 32.41 60.32 
1-9 57-58 33.48 59.23 
19 58-59 35.02 64.22 
1959-60 37.88 65.29 
1960-61 40 .21 69.74 
1961-62 42.69 72 .13 
1962-63 46.39 73 .61 
19 63-64 52.58 77.38 
1964-65 57.18 83 .33 
19 65-66 63.47 78 .98 
1966-67 69 .43 79.77 
1967-68 74 .98 86.66 
19 68-b9 80 .99 89.0 4 
19 69-70 89 .51 94 ,96 
1970-71 100.0 100.0 
1971-72 116.60 101.50 
1972-73 135.75 100.40 
ly73-74 156,58 105.40 
1974-75 166.88 106.59 
1975-76 184.20 116.78 
1976-77 218.76 117.69 
1977-78 253.44 128.05 
1978-79 266.54 135.52 
1979-80 279.64 128.65 
1980-81 323.99 138.82 
1981-82 346.58 146.01 
1982-83 399.92 148.65 
1983-84 462.87 159,42 
Source : Report on Currency and Finance, Reserve Bank of Indie 
(Various I s s u e s ) . 
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( i) Those explaining the long term behaviour of ag r i cu l tu ra l pr ices 
and ( i i ) those explaining shor t term f luc tua t ions in agr icu l tura l 
p r i c e s . Since our aim i s t o explain the long term behaviour of a g r i -
c u l t u r a l p r i c e s , we have concentrated on those factors* respcnslble 
for s e t t i n g the trend in ag r i cu l tu ra l p r i c e s . Increase in per cap i ta 
r e a l income, r i s e in poptilation increase in urban employment «tfJd 
wages increas ing r a t e of xirbanisation have resu l ted in the long term 
expansion of demand. In addit ion t o these rea l fac tors , monetary 
fac to r s l i k e t he expenditure of cen t r a l and s t a t e Govts, and local 
a u t h o r i t i e s , increase in money supply are s t a t ed to have played an 
important ro l e in the r i s e of agr icu l tu ra l p r i ce s . On the supply 
s i d e , the subs tant ia l f a l l in the production of foodgrains caipled 
with the decreasing r a t e of market a r r i v a l s have affected the leve l . 
In our study an attempt i s made to measure the r e l a t i v e importance 
of var ious factors in influencing the p r i ce movements of seme a g r i -
c u l t u r a l commodities as well as group of commodities. ThLa i n v e s t i -
gat ion i s based on the formulation of a log l i nea r r e l a t ionsh ip 
between pr ice of commodities and seme of the major demand and supply 
f ac to r s l i k e production, imports and money supply. 
The reason of taking imports as separate va r iab le i s t ha t 
imported grain c o n s t i t u t e a separate market by themselves, being 
p r i c e d separate ly and d i s t r i t a i t ed mainly through the fa i r -p r iced 
shops. Prices of these grains thus d i s t r i bu t ed are f a i r l y lower 
than the free market p r i c e s , 'ihus the Impact of these grains on 
the wholesale market p r i ce i s i n d i r e c t and need not be the same 
as tha r of domestic production. However, i t woxild have been be t te r , 
i f we have taka i marketed surplus in place of production. But 
-92« 
because of non a v a i l a b i l i t y of data# we have not been able to do 
so . 
A l o t has been said ( e v ^ t o the point of put t ing the major 
blame on i t for any p r i ce r i se) abcut speculatic3n, though no quant i -
t a t i v e estimates of i t s effects are ava i l ab le . 'Hie main problem here 
i s t o find oxt by now much ( a t l e a s t approximately) a p r ice r i s e will 
be aggre\;^tt»d by t h i s var iable , over and above v*iat i s warranted by 
a f a l l in production and an increase xrx general purchasing power. But 
i t i s d i f f i c u l t to i s o l a t e such e f fec t s . In the absence of adequate 
information (even a t disaggregated levels) abcwt stocks v^lth t raders 
big producers and consumers, whom we expect to build more tnan nurmal 
s tock m an t ic ipa t ion of p r i ce r i s e , one p laus ib le var iab le can ne 
the r a t i o of harvest period p r i c e level to the p r ice level obtainrxJ 
in the immediately preceding lean season. Our a .alysis of prices 
shows tha t even during in f l a t ionary period the harvest pr ices have 
been below the preceding season ' s level in most ot tne cases . If the 
t r a d e r s , ccosum^rs and big farmers expect or estimate t h a t current 
y e a r ' s harvei^t season i t s e l f and to t h a t extent prevent the narvest 
l eve l p r i ce s . An increase in the r a t i o of harves t period pr ices to 
t h e preceding lean season pr ices i s a forunner of a rapid increase in 
p r i c e s in the coming months, a decrease in th i s r a t i o may f o r t a l l 
t h a t p r ices may decline^or may r i s e less rapidly than during the 
l a s t year . We have t o remember however, tha t th i s r a t i o i s influenced 
apa r t from the impact of expectat ions, by both the s ize of the harvest 
i t s e l f and a lso the trend element in prices following the trends in 
general purchasing power. But whatever the v a l i d i t y of th i s indicator , 
i t can be used only for individual crops and not a group of crops. 
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Moreover the u t i l i t y of t h i s ind ica tor i s l imited a t aggregate levels 
l i k e a l l India or even to scene e x t s i t s t a t e l e v e l . Aiother possible 
i nd ica to r i s advanced by the banks against the secur i ty of foodgrains 
or for the purpose of t rading in them. But th i s i s a lso not a r e l i a b l e 
i nd i ca to r . The se l ec t ive control and other weapons used by R.B.I , 
have influenced such advances. Moreover, t raders are Itnown to re ly 
s i g n i f i c a n t l y <xi t h e i r own funds for such a c t i v i t i e s and producers 
and consumers f a l l outside tiie scope of th is ind ica tor . In view of 
these cons idera t ions we have not attempted any quan t i t a t i ve estimat-
ion of the specula t ive a c t i v i t i e s as dis t inguished from the impact of 
o the r va r i ab l e s . 
Since money supply and G.N.P. a t constant pr ices a re highly 
co r re l a t ed , we cannot have both in the same equation as independent 
var iab les for i t wil l c r e a t the problem of m u l t i c o l l l n s a r i t y . Vfe 
have taken only money supply im the eq|uatlon. The coeff ic ient of 
G.N.P. can be obtained by mult iplying the regress ion coeff ic ient for 
money by i t s standard deviat ion and tha i d ividing the product by the 
standard devia t ion of G.N. P. However, we can get the coef f ic ien t of 
G.N.P. by t h i s method only when the cor re la t ion between G.N,P. and 
money supply i s almost one. But s ince I t i s not so here, we cannot get 
the exact value of the coef f ic ien t of G.N. P. by t h i s method. We have 
a l so dropped population fron the equation because of i t s cor re la t ion 
with money supply. 
ITie t h e o r e t i c a l function i s a s impl i f ica t ion and we do not expect 
a perfect r e l a t i o n s h i p between p r i ce and explanatory var iab les . There 
a r e a number of considerat ions for the inclusion of an e r ror term In 
the equation. F i r s t the inclusion of a l l the explanatory variables In 
the p r i ce function i s nei ther poss ib le nor f eas ib le . Ttie quantitaftive 
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d a t a f o r l a l l t he exp lana to ry v a r i a b l e s a re no t a v a i l a b l e . Moreover, 
u s e of a l a r g e n\imber of exp lana to ry v a r i a b l e s in t h e equat ion i«ould 
r educe t h e degrees of freedom for e s t i m a t i n g t h e parameters with 
adeqvjate l e v e l of conf idence . Therefore , we have inc luded in our p r i c e 
f u n c t i o n only t h o s e v a r i a b l e s which a r e cons idered t o be most impor tan t 
i n e x p l a i n i n g t h e p r i c e and t h e n e t e f f e c t of t h e excluded v a r i a b l e s 
t o be r e p r e s e n t e d in t h e e r r o r terw.Second, t h e r e i s an e l«nen t of 
randcmness i n human behaviour which n e c e s s i t a t e s t h e I n c l u s l c n of a 
r andan e r r o r term. Inc lus ion of an e r r o r term a l lows us t o proceed with 
o u r nex t s t e p , which i s t o e s t i m a t e s t a t i s t i c a l l y by l i n e a r r e g r e s s i o n 
o u r p r i c e r e l a t i o n s h i p u s i n g t h e log da ta on p r i c e and e s ^ l a n a t o r y 
v a r i a b l e s f o r t h i r t y t h r e e y e a r s . 
FOOPq^AlNS 
The fo l lowing r e s u l t s were ob ta ined in t h e case of foodgra ins . 
Logy = 2.33505-0.27254 LogXj^  + O.OlSeOLogxj + 0.7666lLogx3 
(0.27370) (0.00933) (0.08336) 
R^ = 0.98011 
Where Y i s tne index of wholesa le p r i c e s of foodgra ins , X, i s 
Irdr^x of foodgra ins p roduc t i on , X- i s t h e imported foodgrains in t h e 
m i l l i o n tonnes , X, i s index of money supply with t h e p u b l i c . Ihe 
r e s p e c t i v e s t a n d a r d errorSgiv«ri below the c o e f f i c i e n t s do not made X 
s i g n i f i c a n t ( t « 0.9957b) But make X^ s i g n i f i c a n t a t 5 pe rcen t l e v e l 
( t = 1.78021) and X^ s i g n i f i c a n t a t 0 , 5 p e r c e n t l e v e l ( t = 9 .19063) . 
I n c l u s i o n of the index number of G.N.P. a t c o n s t a n t P r i c e s ( X j in t h e 
foodgra ins equa t ion gave t h e fo l lowing r e s u l t s . 
Log Y = 3.7 9214-0.10776 L^g X^ + 0.02015 Log X^ + 1.00787 Log X . 
(0.00941) (0.17856) 
+ 0.95267 Log X^ 
(0.62600) R^ = 0 .98164. 
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Over 98 percent variation in foodgrains prices i s explained by Htm 
equation. 
The coefficient of X^  i s the e las t i c i ty of price with respect to 
production. I t has the expected sign but is not significant. Itms a one 
percent increase in producticxi ce ter is paribus, decreases the foodgrains 
prices by a l i t t l e over 0.27 percent. Ihe e las t ic i ty of price with 
respect to production i s quite low, keeping in mind the low price 
e l a s t i c i t y of demand for food. However though we expect price e las t ic i ty 
of demand to be low, e las t ic i ty of prices t o production need not be 
expected to be high, due to the behaviour of market supply. If market 
supply increases less than proportionally to production, e las t ic i ty of 
prices with respect to production will be less than that with respect 
to market supply However in foodgrains production for subsistence i s 
s t i l l the rule in most areas in India, v*iile production for the market 
i s an exception. And even for those farmers who are engaged in the 
cul t ivat ion of cash crops, the choice crops is frequently limited in 
view of the physical constraints imposed by the soil climatic complex 
and inadequate i r r igat ion f a c i l i t i e s . In these circumstances not only 
i s the supply response to free market prices restr ic ted but the market 
condition also loses much of i t s inportance despite the free entry into 
the grain t rade. We can also observe from the regression coefficient 
for money supply that a one Percent increase in i t increases the food-
grains prices by l i t t l e over 0.7 6 percent other things being same, if 
foodgrains prices are not to r i se with one percent increase in money 
supply producticai of fuodgrains should increase by a l i t t l e over 2.8 
percent, other things being same. 
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•Rie pos i t ive sign of regressicn coeff ic ient for imports mi^ttt 
look preplexing. If imports increase by cne percent the foodgrains 
pr ices increases by around 0,016 percent, other things being same. 
Thougfh the magnitude of the relation i s small i t i s s t a t i s t i o i l l y 
s ign i f i cant . At the outset we may observe that th is i s not because 
both prices and imports are r is ing through time. The trend effoct i s 
eliminated by money supply and the emerging relations betw«en imports 
and prices i s not of the influence of time. Reverse causation i . e . 
pr ices influencing imports has good plou^sibility but the time lag wi 
have allowed between imports and prices i s such as to diminish the 
re f lec t ion of reverse causation in the equation i f not eliminated i t 
a l together. Positive e f fec t of imports on prices however, need not be 
so preplexing i f we recal l that imported grains are distributed throu^ 
f a i r price shops at significant lower prices when part of the demand i s 
s a t i s f i e d at l e s s tiian equilibrium price, demand in free market i.tseif 
increases . %is increases the free market prices to a ievel higher the 
equilibrium price, »*iich would have prevailed in the absence of fa ir 
price shops. Su<±i an ef fect would have be&n more i f the imported grains 
were distributed graits . Not only v*ieat, the main imported conroodity 
but rice also have be«n affected in this way and same i s the case with 
cerea ls too. This i s not to suggest that in the absence of imports, 
foodgrains prices level would have been lower, a l l i t means i s that, 
had the imported grains a l so been a part of the free market supplies, 
instead of being distributed a t fixed but lower prices, the open market 
pr ices would have be«i l i t t l e lower. 
Cereals i 
The following resul ts were obtained in the case of cereals . 
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Log Y m 2.4739 3-0.27 484 Log X^  + 0.01659 Log X^ + 0.7345 I»Og 3L 
(0.26715) (0.00895) (0.08865) 
R^  « 0.97937 
Where Y i s the index number of wholesale pr ices of cereals X, i s 
the index of ce rea l s prodvjctlon, X2 i s the imported cerea l s In million 
ta ines^ X i s t he index of money supply with the publ ic , ihe respect-
i v e standard e r rors gxven below the coeff ic ients do not make X. s i g -
n i f i c a n t ( t = 1.02879), ba t make X- s ign i f i can t a t 5 percent l eve l 
I t « 1.85338) and X s ign i f i can t a t 0.5 percent level (t = 8.28797), 
over 97 percent va r ia t ions in the ce rea l s pr ices i s explained by the 
equat ion. 
The production of cerea ls does no t emerge as very s igni f icant 
determinant of the p r i ce l eve l , other things being same, one percent 
inc rease in the producticsn decreases cereal pr ices by around 0.27 
percen t . So l i k e foodgrains, the e l a s t i c i t y of p r ice with respect t o 
production i s a l so qu i t e low here . The sign of the coeff ic ient of 
import i s a l so pos i t i ve , l i k e foodgrains. 
The coe f f i c i en t of money supply i s highly s ign i f i can t . Other things 
being same, one percent increase in money supply increase the cereal 
p r i c e s by l i t t l e over 0.73 percent . I f we want t o s t a b i l i s e cerea l pr ices 
production should increase by 2.67 peircent following one percent incre-
ase in the money supply, other things being same* 
Inclus ion of the index number of the G.N.P. a t cons tant p r i ces (X.) 
in the ce rea l s equation gave the following r e su l t s :— 
Log Y " = 4.11836 - 0.l9590Log X^+0.02127 Log X^ + 0 .99 l53Log X 
(0.36978) (0.00903) (0.68030) 
+ 1.10096) Log X^ 
(0.62013) 
R 2 r: 0.98148 
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WHEAT : The fo l lowing r e s u l t s were obtained in the case of y^est. 
Log Y m 1 .58234-. 13218 Log X^  + 0 . 0 0 8 3 4 Log X^  + 0.51039 Log X, 
(0.19881) (0.00854) (0,13443) 
R^ - 0 .96728. 
Where Y i s the Index number of the wholesale pr ices of wheat, X. 
i s the index of wheat production, X- i s the imported wheat in mi l l ion 
tonnes, X^  i s the index number of money shpply with the publ i c . The 
r e s p e c t i v e standard errors given below the c o e f f i c i e n t s malce X- s i g -
n i f i c a n t a t 5 percent l e v e l ( t « 1.66483) X, s i g n i f i c a n t a t 5 percent 
l e v e l (t • 1,97613) and X- s i g n i f i c a n t at 0 .5 percent l e v e l ( t «3.79670), 
Over 96 percent var ia t ion in *rtieat p r i c e s i s CKXplained by the equation. 
The c o e f f i c i e n t of X has the expected sign and i s a l s o s i g n i f i c a n t . 
But the e l a s t i c i t y of p r i c e with respect t o production in the case of 
wheat t o o i s q u i t e low. One perc^it increase in production decreases 
P r i c e s by around 0.13 percent other things being the same. H e^ c o e f f i -
c i e n t of import here too has p o s i t i v e s i ^ and i s very small in magni-
tude . The corre la t ion between production and p r i c e i s q u i t e hlght.96600) 
and corre la t ion between pr i ce , and import of wheat i s negat ive and qui te 
low ( -0 .29737) . 
Money supply turns out t o be a s i g n i f i c a n t determinant of wheat 
p r i c e . Other things being same, one percent increase in money sv^ply 
i n c r e a s e s the wheat pr ices by around 0.51 percent. So i f we want t o 
Inc lus ion of the index number of the G.N.P. a t constant pr i ces (Xj- in 
the wheat equation gave the fo l lowing r e s u l t s i 
Log Y a 4.26709-0.25835 Log Xj^  + 0.01119 Log X^ + 0.80165 Log X^  
(0.20231) (0.00834) (0.20212) 
• 1.01794 Log X^  
(0.54391) 
R^  « 0 .97097. 
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s t a b l l l s e t he vAieat p r i ces , other things being same the productiod 
should increase by 3.9 percent with the one percent increase in the 
money supply, 
RICE ; The following r e su l t s were obtained in t h e case of r i c e . 
Log Y « 1.9821-0.16218 Log X^^ + 0.01506 Log X^ + 0.72981 Log X^ 
(0.23251) (0.00780) . (0.06948) 
R2 - 0.97814 
Where Y i s t h e iJidex of wholesale pr ices of r i ce , X, i s the 
in ^ 
index of r i c e producticn X^ i s the imported r i c ^ r a i l l i o n tonnes X-
i s the index number of money supply with the publ ic . The respect ive 
s tandard e r ro r s , given below the coeffici^rjts made X, s igni f icant a t 
5 percent ( t = 1.6975), X^ s i gn i f i can t a t 5 percent level (t al.93119) 
and X_ s ign i f i c an t a t 0.5 percent level ( t = 10,50415) over 97 percent 
v a r i a t i o n in r i c e p r i ce i s explained by the equation. 
The e l a s t i c i t y of p r ice with respect t o production i s a lso qu i t e 
low in the case of r i c e . Other th ings being same one percent increase 
in the money supply increases the pr ices by l i t t l e Over 0.72 percent . 
So i f we want to s t a b i i s e the r i c e p r i ce s , other th ings being same, 
production should increase by 4.5 percent, following one percent inc-
rease in the money supply. 
PULSES : - The following r e s u l t were obtained in the case of pulses i 
Log Y = 0.16197-0.19 466 Log X^  + 1.07047 Log X^ + 0.7840 Log X^  
(0.19388) (0.17718) (0.11460) 
R^ = .98860. ^ 
Inclus ion of the index number of G.N,P. a t constant pr ices (X ) in 
t h e r i c e equation gave the follov/ing r e s u l t s . 
Log Y = 4.03041-0.29 440 Log X. + 0.02071 Log X, +1.10161 Log X, 
(0.33286) ^ (0.00809) ^ (0.21176) ^ 
+ 1.29344 Log X 
(0.69916) * 
R^ 0.98054 
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Where Y i s t he index number of the wholesale pr ices of pulses, 
X. i s the index of pulses production, X- i s index number of the V(*iole-
sa le p r i ces of cerea ls , X. i s the index number of money supply. The 
r e spec t ive standard er rors given below the coef f ic ien ts do not make, 
X, s ign i f i can t ( t = 1,00413) but X^ s i g n i f i c a n t a t 0,5 pecctfit Isvel 
( t = 6.04177) and X^  s ign i f i can t a t 5 percent level (t « 1,78253). 
Over 98 percent var ia t ion in pulses pr ices i s explained by the equation. 
The production does not snerge as very s igni f icant determinant 
of t he p r i ce leve l of pulses , both mcxiey supply and cereal pr ices are 
h ighly s i g n i f i c a n t . I f cereal pr ices could be s t a b l i s e i t would act 
a grea t r e s t r a i n i n g factor ' on pr ices of pulses . Other things being. 
Same, one percent increase in ce rea l pr ices increases the pulses prices 
by around 1.07 percent . I t may be noted t h a t though cerea l and pulses 
complement each other as food there seems t o be much more subs t i tu t ion 
at the margin between the two. That i s v*iy even with given money supply 
i . e . t he re being no sh i f t in demand curve on t h e i r account, an increase 
in ce rea l pr ices wi l l increase t h e pulses p r i c e s . However, on account 
of l a rge quant i ty of cereal consumption (and production) r e l a t i v e t o 
t h a t of pu l ses , the effect of pulses pr ices on cereal p r i ces nay not 
be pe rcep t ib l e . 
E l a s t i c i t y of pr ices with respect t o production i s l e s s in the 
case of pulses compared t o than tha t of c e r e a l s . Other things being 
same, one percent increase in production decreases pr ices by around 
0.19 percent . The regressicai coe f f i c i en t for money supply i s greater 
he re as compared t o t h a t of in the case of c e r e a l s . vJne Percent increase 
in the money supply other things being same increases tne pulses 
p r i c e s by l i t t l e over 0.78 percent . So i f we want to s t a b i l i s e the 
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pu l se s p r i c e s , other things being same production of pxxises should 
increase by 4,03 percent with one percent increase in the money supply. 
The c o r r e l a t i o n between the pulses pr ices and production i s very 
weak (0.11532) . The correlaticai between c e r e a l pr ices and pulses prices 
i s q u i t e high (0 .98755) , 
OILSEKDS 
The fo l lowing r e s u l t s were obtained in the case of o i l s e e d s . 
Log y » 0.87240 - 0.23816 Log X^  + 0.81895 Log X^ 
(0.25769) (0.05987) 
R^  « 0 .98274. 
Where Y i s the index number of the wholesale pr i ce s of o i l s e e d s , 
X. i s the index of o i l s eeds production X- i s the index number of money 
supply with the pub l i c . The r e s p e c t i v e standard errors , given below 
the c o e f f i c i e n t do not make X s i g n i f i c a n t ( t « 0 .24807) , but X2 
s i g n i f i c a n t at 5 perc^it l e v e l ( t = 13.67924) . ^ e r 98 percent v a r i a t -
i n 
ion^the o i l s e e d s prices i s explained by the equation. 
Thouc^ the regress ion c o e f f i c i e n t of production have the expected 
n e g a t i v e s ign but i t i s not s i g n i f i c a n t and I t s value i s a l s o q u i t e 
low. Other things being same, one perc^it increase in production 
decreases pr ices by around 0,23 percent . Xn c o n t r a s t t o producbion 
c o e f f i c i e n t of money supply i s h ighly s i ^ i f i c a n t . One percent increase 
in the money supply other things being same, increases the pr i ce s by 
I n c l u s i o n of the index number of G.N.P. a t the constant pr ic i» ( X j 
in t h e o i l s e e d s equation gave the fo l lowing r e s u l t s . 
Log Y B 1.52593 - 0.12067 Log X^  + 0.94548 Log X2+0.43462 Log X3 
(0.38612) (0.23488) (0.779 49) 
R^  = 0 .98293. 
-102-
l i t t l e over 0.81 percent. So i f we vent to s t a b i l i s e the oilseeds 
prices , other things being same, production should increase by around 
3.43 percent following one percent increase in the money supply. 
However correlation between prodxEtion and prices i s also quite low 
as compared to that of between prices and money supply, 
SUGARCmE (GUR) 
We face several grave d i f f i c u l t i e s in explaining the price level 
of any corrnodity in this group. Sugar has been largely a controlled 
commodity though i t has a l so «ijoyed varying degree of relaxiticiiiwi 
Minimum prices of sugarcane also have be«i fixed and during ymw9 of 
s t r i c t controls on sugar these prices become e f fec t ive pricei# because 
i t was on the basis of th i s that sugar Prlcet was fixed. There could 
however be no control on gur and khandsarl prices , which having been 
free have reacted sharply t o the s i ze of the cane crops, unlike the 
cane prices fixed for sugar factories . I t i s for t h i s reason that we 
consider here gur prices, rather than prices of sugar. For this we 
take sugarcane production as an explanatory variable ratiier than the 
production of gur i t s e l f . During a given seascn ^ir prices follow the 
s i z e of cane crops but gur production i t s e l f not only en the cane crops 
but on gur prices re la t ive t o cane prices fixed for factories . This 
sharp r i s e of gur/cane price rat io in a year of small crop has thus 
tended to divert canC supplies away from sugar factories and sharp 
dec l ine in the rat io has tended t o prochice the reverse phenomenon. 
Moreover s t a t i s t i c s regarding gur production, which i s an unorganised 
industry are not accurately available. Report of the sugar inquiry 
commission has however given figures of estimated prediction of gur 
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and khandsari about 19 56-37 t o 19 63-64. Normally about f ive, e ight of 
sugarcane produced goes t o the manufacture of gur and khandsari, the 
l a t t i - r bring about une twenteeth of the former. 
We can therefore see how gur pr ices are explained 1^ the thrwe 
v a r i a b l e s . Sugarcane production sugar p r i ce and money aupply. Thtt 
following r e s u l t s were obtained. 
Log Y«-0.26258-.36566 Log X +^ 1.26664 Log X^  + 0.81324 Log X^ 
(0.32936) (0.16347) (0.09759) 
R^ = 0.94346. 
Where Y i s t he index number of the v^olesale pr ices of gur X- i f 
t h e index of sugarcane production, Xj i s t he index number of the 
wholesale pr ices of sugar, ^o ^s tfie index number of money sui^ly 
with the Publ ic . The respect ive standard erirors gi\)^n below the 
c o e f f i c i e n t s make X s ign i f i can t a t 5 percent level (t = 1.729 36) 
X s i g n i f i c a n t at 0.5 percent l eve l ( t = 7.74829) and X. s igni f icant 
a t 5 percent level ( t = 2.13566) over 94 percent var ia t ion in the gur 
p r i c e s i s explained by the equation. I t may be noted t h a t though money 
supply i s s t a t i s t i c a l l y s i gn i f i c an t , i t i s l e s s so here than in any 
equation above. 
The e l a s t i c i t y , of p r i ce with respec t t o production in the equation 
i s very low. An important reason of i t may be tha t only a pa r t of the 
cane crops i s tised for gur. So t h e e l a s t i c i t y of pr ice with r ^ p e c t 
t o production i s l i k e l y t o subject t o e r ro r , other things being same, 
one percent increase in the production decreases pr ices by l i t t l e over 
36 percent . The co r r e l a t i on between gur pr ices and sugarcane product-
ion i s q u i t e low (0.76994) . 
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The regression coef f ic ien t of sugar prices i s hignly s ignif icant 
other things being same, one percent increase in the sugar pr ices 
decreases gur prices by around 1.26 percent . However, one percent 
inc rease in the money supply increases gur pr ices by l i t t l e over 0 .8 l 
pe rcen t , other things being same. So i f we want t o s tabi l is© the g«r 
p r i c e s , other things being same sugarcane production should increase 
by 2.22 percent following one percent increase in the mcney supply. 
Inc lus ion of the index number of G.N.P. a t t he constant pr ices ( x j 
in the case gur equation gave the following r e s u l t s . 
Log Y = 0.41865-0.22064 Log X^ +1.19253 Log X^ +0.60221 Log X^  
(0.38612) (0.30808) (0.29 457) 
+ 0.57737 Log X^ 
(0.35095) ^ 
R^ = 0.94363 
CHAPTER-V 
mmsisisaszmst 
AGRICULTURAL RRICE POLICY IN INDiA 
Pr ice theory i s one of the o ldes t games In economics/ but the 
Pr ice p o l i c y i s a comparatively new t h i n g . The Price system i s de«ned 
t o be a mechanism of d i s t r i b u t i o n of goods produced in an #conaBiy« as 
wel l as the income earned by the owners of d i f f erent factors of pro-
duc t ion . Thus t h e pr ice mechanism have both a l i o c a t i v e and d i s t r i b u t -
i v e funct ions . Under p e r f e c t c o m p e t i t i a i p r i c e mechanism brings maxi-
misat ion of production and equi tab le d i s t r i b u t i o n of t o t a l production 
amcaig t h e factors of production. But because of the absence of perfect 
competiticxi in r e a l i t y , market forces are not able t o perform t h e i r 
duty e s p e c i a l l y in under-developed c o u n t r i e s . I t i s here that the 
need of p r i c e p o l i c y a r i s e s , and p r i c e p o l i c y i s designed in such a 
way, so as t o complete the unfinished task of market f orce s . Price 
manipulation a f f e c t s both c o s t and p r o f i t and thus , brings about 
necessary adjustments between demand and supply by inf luenc ing su i tably 
t h e a l l o c a t i o n or flow of resources between prodxx:ticn channels , \ i i ich 
i s of insnense importance for under developed countr i e s , as they are 
i n t e r e s t e d t o f low t h e i r i n v e s t i b l e resources i n t o some s e l e c t e d 
s e c t o r s . 
OBJECTIVES OF 1HE AGRlCULTtRAL PRICE POLICY i 
The o b j e c t i v e s of p r i c e p o l i c y d i f f e r from country t o country. 
In advance economies farm incomes have not been k e y i n g pace with non» 
faxrm incomes in the process of development. So the c h i e f concern of 
1 . Saue, Ran j i t , "Price P o l i c y i n India", 
The Indian Bcononic Journal, Vol, 22, Conference No, 5, 197 4, 
p . 7 3 , 
- 1 0 6 -
p r l c e p o l i c y in these countr ies i s t o prevent any dras t i c f a l l in 
a g r i c u l t u r a l incones , >iiich may r e s u l t frcm surplus production and 
d e c l i n e in p r i c e s . So the countr i e s -which face the problem of c^ro»ie 
over Production in a p i c u l t u r e and consequently of daci in ing farm In-
2 
come have t o adcapt a pr i ce support p o l i c y , 
Whereas in a developing country l i k e India , where problem i s 
not one of over-production and stagnant demand but of a supply gap 
p e r s i s t i n g In r e l a t i o n t o expanding demand, the pixrpose of p r i c e 
support I s not t o prodtwe a distrlTwitive e f f e c t in favour or against 
agr ic i i l tura l s e c t o r , but simply acce l era te the gro*»th of agr i cu l ture . 
Hence the overa l l pr ice p o l i c y has t o be p o s i t i v e and production 
Oriented rather thatj negat ive , t ry ing t o pro tec t some h i s t o r i c a l i n -
come r e l a t i o n s h i p ^ . Accordingly the agr icu l tura l p r i c e p o l i c y in a 
developing cixmtry has the fo l lowing o b j e c t i v e s , 
^1) To protec t Or insure the producers through guaranteed mini-
mum support p r i c e , which i s a s t a b i l i s a t i o n measure, reduces the vari-
a b l l i t . y in product pr ices and there fore pr ice r i sk of far>ners. The 
impact of r i s k reduction i s e>^ected t o induce farmers t o undertake 
l a r g e investment and t o adopt improved production technology, 
(11) To induce the des ired output of d i f f e r e n t crops according 
t o growth t a r g e t s , 
( i l l ) To induce an increase in aggregate agr icu l tura l output 
through larger input u s e and adoption of high y i e l d i n g seeds, f er -
t i l i z e r and water responsive technology. 
d v ) To Induce fa>imers t o part with a l arger proportion of 
2 , Ghosh A.B. , Price Trends and P o l i c i e s in India, Vikas Publishing 
House, Delhi , p, 113. 
3 . Dantwala, M.L. "Minimum Price for Farm Prodxxie", Agricultural 
S i t u a t i o n i n India v o l . XX No, 5 August, 1965, p . 301, 
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foodgrains procauction as marketed surpli is . 
(v) To pro tec t the consuners aga ins t an excess ive r i s e in pricei8« 
e s p e c i a l l y t o pro tec t the low Inccme consumers in periods v*ien 
s u p p l i e s l a g behind demand and market pr ices r i s e ccxitimiously . 
STABIIJSATKJN OF FARM J^ RlCES 
Rapid and v i o l e n t f l iactuations in agr icu l tura l pr ices l » v e many 
harmful consequences. The market for agr i cu l tura l products becomes a 
s t o c k market, which put a t s take the i n t e r e s t of both producers and 
consumers and thus make roan for abnormal p r o f i t t o middleman in the 
Process , Both upward and downward trend in agr icu l tura l pr ices &rm 
harmful t o farmers. V*iile d e c l i n i n g agr i cu l tura l pr ices go against 
farmers and push them under the umbrella of poverty, increas ing agr i -
cultxiral pr i ce s I t s e l f c r e a t s a c o s t push i n non--agricultural s e c t o r s . 
This together with t h e a r t i f i c i a l propping xq? of these sec tors by 
p u b l i c expenditxire canai ise non-agricul tural p r i c e s u f f i c i e n t l y encwg^ 
t o o f f s e t t n e favourable terms of trade for a g r i c u l t u r e that could 
otherwise r e s u l t . 
I t i s genera l ly be l i eved that r i s i n g agr icu l tura l pr ices have 
favotirable impact en production. But i t does not a lveys happen and 
i f i t does hggppen, i t i s only t o a l i m i t e d e x t e n t . Increase m pro-
duct ion depaids on a number of factors and pr ice i s one of them. To 
quote Raj Krishna "to say that agr icu l ture of an i s o l a t e d area i s not 
p r i c e responsive i s t o say something t r i v a l l y obvious. The quest ion 
4. Govt, of India , Agricul tural I'rice i 'o l icy i n India, 1963, Quoted 
from L,S , Venkatramanan, Poodgrains Growth and Pol icy , C,H, Shah 
( e d ) , Agricxiltural Development of India (Bombay 1979) p , 212-13. 
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of responsiveness i s meaningful only for open regions where a c r i t i c a l 
minimum of transport developinent has occured and the concomitant 
process of monetlzatlon and cotmnerclalization have s e t i n motion" , 
Increas ing agricxJltxiral pr ices are aga ins t t h e goal of economic 
development with s t a b i l i t y . But we can a l s o not re lay on market mech-> 
anism t o improve agr i cu l tura l production. As Raj IQrishna says " , . . , . . , 
the transformation of t r a d i t i o n a l agricuit\are i s primiarily a techno-
organisat ional episode . The transformation cannot be broug^ about 
on ly or mainly by pr ice movements. However the techno-crganlsat ianal 
e f f o r t can be retarded or acce l era ted by pr ice movements. Pavourabl© 
p r i c e movements can speed up the d i f fus ion of innovat ions , the absoi> 
p t ion of new inputs , the u t i l i s a t i o n of i d l e capac i ty and even i n s t i -
t u t i o n a l adjustments. Unfavourable pr i ce movements can slow down or 
a r r e s t a l l these process" . 
S t a b i l i t y in p r i c e s i s c r u c i a l for increas ing production as wide 
f l u c t u a t i o n s in pr ices over the season create a c l imate of uncer-
t a i n t y , which discourage investments by farmers and adoption of modern 
techniques by them. S t a b i l i t y in agricultxiral and par t i cu lar ly food 
p r i c e s i s a l s o important for safegiiarding t h e I n t e r e s t of consumers, 
e s p e c i a l l y the vas t mass of the poors snd with £ix«d Incomes, as an 
i n c r e a s e in pr i ces leads t o eros ion of t h e i r l i m i t e d purchasing power. 
I t i s a l s o necessary t o Insure s t a b i l i t y in agr icu l tura l Prices because 
of the s trong inf luence they e x e r c i s e en general pr ice s i t u a t i o n in 
our country. In fact i n s t a b i l i t y in agrictUtvural pr ices can lead t o 
5. Raj Krishna "Agricultural Pr ice P o l i c y and Econanic Development" 
i n Hermai Southworth and Bruce Johnston (ed) Agricultural Develop-
m©it and Economic CSrowth, Cornel Univers i ty Press , New Ycvk, l967, 
p . 413. 
6 . Raj, Krishna, Ibid , p . 517. 
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d i s t o r t i o n s i n t h e genera l p r i c e s i t u a t i o n and consequen t ly j e o p a r d i s e 
development, 
BASIS FOR PAIR PRICE 
A l l a g r e e t h a t a g r i c u l t u r a l p r i c e s f ixed should be remunera t ive 
t o f a rmers . But t h e r e i s no agreement on t h e c r i t e r i a for f i ication of 
t h e l e v e l of t h e s e p r i c e s . Seve ra l c r i t e r i o n s have been advocated, i-«et 
us a n a l y s e seme much d i s c u s s e d c r i t e r i o n s . 
P a r i t y p r i c e s , which s i g n i f y r e l a t i o n s h i p or exchange r a t i o between 
a v e r a g e p r i c e s pa id by farmers and t h o s e r e c e i v e d by farmers , cannot 
be advocated fo r a deve loping c o u n t r y l i k e I n d i a in view of t h e r9-
quireraents of a p r i c e p o l i c y fo r developm«it i n a g r i c u l t u r a l sectc%'. 
The need f o r i n c l u d i n g both p r i c e s a r i s e s only i n c a s e where t h e r e i s 
s e c u l a r tendency of f a rmer ' s i ncane t o d e c l i n e v l s - a - v i a t h a t of non^ 
farmers due t o excess supp ly and t h e most impor t an t p o l i c y o b j e c t i v e 
i s t o p r o t e c t farmers a g a i n s t t h i s t r e n d , "but where t h e a c c l e r a t i o n 
of ou tpu t growth i s t h e main o b j e c t i v e t h e p r i c e s of consumer goods 
7 
c a n n o t be i n c l u d e d i n t h e index " , Even i n U.S.A. , where i t has 
formed t h e b a s i s of p r i c e s u p p o r t p o l i c y for wel l ovar t h r e e decade, 
i t had m i s d i r e c t e d both consximpticn and p roduc t ion in t h e c o u n t r y . 
Ind ia* a deve lop ing econony, whose a g r i c \ i l t u r e forms t h e bulk of i t s 
p r o d u c t i v e b u s i n e s s , can i l l a f f o r d t o adopt a p o l i c y t h a t would 
i n v o l v e l a r g e s c a l e t r a n s f e r of income i n t o a g r i c u l t u r a l s e c t o r frorei 
t h e r e s t of t he economy.. Parit*y p r i c e s canno t be advocated fo r an 
economy c o n f r o n t e d with supply gaP. i*robiem in deve loping c o u n t r i e s 
h o v e r around e s^ans lon in p r o d u c t i o n . In t h i s c o n t e x t any a t tempt t o 
7 . Raj Krishna* I b i d . p . 523-4. 
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s t r i k e a balance a t seme h i s t o r i c a l income r e l a t i c n s h i p between farm 
8 
and ncn-farms s ec tor w i l l be mis leading • 
Apparently, c o s t of producticsn c r i t e r i o n seems q u i t e sound# but 
f i x a t i o n of agr icu l tura l pr i ce s en the b a s i s of t h i s i s a t ed ious job 
as here we have t o give due cons idera t ion t o a number of th ings l i k e 
measurement of c o s t of production, market p r i c e , project ion of dwr^nd 
and supply, impact of the p o s s i b l e change i n technique, incone e l a s t i -
9 
c i t y and p r i c e e l a s t i c i t y of demand and supply e t c , Cc^t of producticn 
d i f f e r from farmer t o farmer so vriiose c o s t of production i s t o be the 
b a s i s ? Estimated bulk l i n e c o s t , or w e i ^ t e d averac^ w i l l go agaiast 
small farmers. Further t h e problen i s v^iich c o s t t o be t h e bas i s ? 
According t o farm s t u d i e s carr i ed out in India, i f we use the compre-
hens ive concept of c o s t s \rfiich inc ludes imputed c o s t of farmlly labour 
as we l l a s , a large majority of farms are found t o be running at l o s s . 
They turn out t o be pro f i tab le when only the paid out cos t s are i n -
c luded , So i f we take paid out c o s t i t w i l l go against small farmers 
and i f we take Imputed c o s t , t o t a l c o s t i s very l i k e l y t o be i n f l a t e d . 
Cost of production a l s o d i f f e r from region t o reg ion . Therefore d i f f -
erent p r i c e s for d i f f e r e n t regions w i l l be necessary . Yet another 
problem i s , should we cons ider t h e cos t under t h e new technology of 
high y i e l d v a r i e t i e s of crops# irfilch i s lower on per uni t of output 
b a s i s . Or the c o s t under the t r a d i t i o n a l condi t ions ? Even suppose we 
are able t o s o l v e a l l the problems and f i x pr ices on the bas i s of cost 
8 , Lai Sahab Singh, Agricul ture Price Po l i cy and S t a b i l i z a t i o n 
Measiares in India, Capita l Publishing House New Delhi 1983,p. 249, 
9 . l a l , Sahab Singh, I b i d , p . 250. 
10, Nadkarni, M,V.,Agrxcultural Price and development with s t a b i l i t y . 
National Publishing House New Delhi , 197 2, p , 156. 
11, Oipta, Sintish, C , Food Prices in IndiaMeorakshl Prakashan 
Meerut 1970, p . 130, 
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of production, i t will lead misallocaticn of resources, as i t 
completely ignore demand side. This cr i ter ion does not provide any 
guarantee that supply of different products will be augmented accord-
ing t o the i r demand. 
The market price c r i te r ion requires the support prices to be 
linked t o the moving average market prices in the recent period as 
such a cr i ter ion allows both demand and supply changes t o be reflected 
12 in price fixation . Adoption of market price cr i te r ion cannot be 
advocated for India, as i t means leaving the g&me to market forces, 
which are unable t o operate freely due t o s tructural reg id i t ies . Raj 
Krishna concedes tha t t h i s has the advantage of building the effect of 
demand trends in to price fixation but rejects I t on that very ground. 
He says that thiis Is unstiitable In si tuation of persistent excess demand 
13 and i t s adoption will only keep the guaranteed price unduly high . In 
the excess demand inflationary si tuat ion the principle would lead to 
continuous escalation of guaranteed price and ccinmit govt, to large 
purchase responsibi l i t ies in normal times. In an inflationary s i tuat-
ion, market prices can be a suitable guide for fixing support prices, 
but as a basis for price fixation this will surely d is tor t the re -
soturce al locat ive influence of the price mechanism in a, free market . 
Similarly intercrop pairty c r i t e r i o i can be practised to convert a 
disequilibrivan of shortage into a disequilibrium of surplus in the 
market for selected commodities. The changes in the market ra t ios may 
serve as guidance for adjustment in mininwm prices, but they cai nlot 
provide a solid basis for determining the i r level i n i t i a l l y . As the 
basis of price policy in the context of India, i t i s i r re levant . 
12, Lai Sahab, Ibid, p, 7 3. 
13. Raj Krishna, Ibid, p. 524. 
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Forward Price system has been advocated for India . Under t h i s 
scheme Govt, announces the minimum support pr ices for c u l t i v a t o r s 
wel l before the sowing season and i f pr ices f a l l below the minliaim 
support pr i ce s govt , would undertake t o purchase t h e produce at the 
announced minimum support p r i c e . So the farmers do not face any future 
r i s k and s i n c e minimum prices are announced in advance of the sowing 
season , farmers can have e f f i c i e n t acf>eage a l l o c a t i o n and ihput a l l o -
c a t i o n . Supply for re spec t ive commodities would be a i ^ e n t e d accord-
i n g t o t h e i r demand and t h i s would f i n a l l y have the way for an i n t e -
15 grated p r i c e prograimie . The announcemait of forward pr ice w i l l be 
made on the bas i s of the average of the l a s t f i v e y e a r ' s p r i c e s , 
c o s t of producticn and more s i g n i f i c a n t l y the re spec t ive demand and 
supply c o n d i t i o n s . 
PRICE POLICY FOR gOOPGRAlNS FROM 1947-1964 
The a g r i c u l t u r e p r i c e p o l i c y at the dawn of Independence was to 
a l arge extt f i t , based on the plethora of c o n t r o l s exerc ised during 
t h e second world war. J-t included r i g i d control on the movements of 
crops from one s t a t e t o other, procxarement of foodgrains through a 
compulsory l e v y on producers, and m i l l e r s , open market purchase, and 
r a t i o n i n g in p r a c t i c a l l y a l l the s t a t e s . Following the reccnwiendation 
of foodgrains p o l i c y committee of 1947 for progress ive decontrol , 
r e s t r i c t i o n s were r e l e a s e d . However, a food c r i s e s appeared i n 19 48 
and food p r i c e s rose s u b s t a n t i a l l y , as a r e s u l t c o n t r o l s were r e i n -
troduced. 
f t i c e s were increas ing a t a rapid r a t e when f i r s t plan was s tar ted . 
Contro l s and ra t ion ing were the main features of food p o l i c y during 
t h a t period of t ime. The food p o l i c y was based en the assumption that 
15 . La'i Sahab, Ibid , p . 251. 
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s c a r c i t y ccndi t icns would ccn t lnue . Vhile ra t ion ing and control led 
d i s t r i b u t i o n of foodgrains, and a l s o procurenent were matters l e f t t o 
t h e s t a t e s ur provinces, the re was a l so in operation an Ail India 
Basic t 'lan, which had cone i n t o ef fect frcm Ju ly 19 43 and continued 
t i l l the beginning of t h e 1954, I t was concerned with the task of 
f inding the extent of surplus as well as d e f i c i t of foodgrains in 
var ious provinces and the d i r ec t i on of the movement of the s tocks . 
Though the "All India Basic f lan" was in operation for over ten years, 
i t could not work because the nat ional objectives were being wrecked 
by t h e regional and narrow i n t e r e s t s . The d e f i c i t regions over e s t i -
mated t h e i r need and t h e surpiias regions under estimated t h e i r capa-
c i t y t o supply. Despite so many r e s t r i c t i o n s in i n t e r - s t a t e movements, 
procurtftiCTit was not easy, which would show the farmer need not make 
t h e l a t t e r easy. The inev i t ab le r e s u l t vos increased re l i ance on 
impor t s . Black market f lourished despi te a l l the armoury of cont ro l s 
and neiiihiir consumers nor producers f e l t b e t t e r off. However following 
t h e Korean Truce and be t t e r crop prospects within the country Govt, 
began re laxing con t ro l s from June 19 52 by s tages . By the end of 1954 
r a t i o n i n g procurement and near ly a l l r e s t r i c t i o n s on movements were 
removed. Govt, pol icy shif ted t o t h e other extreme of fixing support 
p r i c e s for p ro tec t ing t h e i n t e r e s t of farmers and reducing Imports. 
However t he Joy of decontrol was short l ived as pr ices begaA: t o 
r i s e trom 1955 as a r e s u l t of t h e huge investment m basic ana heavy 
i n d u s t r i e s and comprehensive programme of i n d u s t r i a l i s a t i o n . Govt, 
adopted the pol icy of p a r t i a l con t ro l t o check the increase in pr ices . 
The po l icy was t o increase imports and d i s t r i b u t e then through fa i r 
p r i ce shops. But prices did not s top and continued t o r i s e as a 
r e s u l t govt, appointed a foodgrains inquiry committee under the 
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chairmanship of Ashok Mehta, The food pol icy t i l l 1962-63 and even 
l a t e r t o some extent i s based on the reconmendatlon of Mehta contnlttee. 
The Astiok Mehta Cotinittee found t h a t se l f - su f f i c iency was not l i k e l y 
t o be achieved in the near future and, theirefore advocated t he policy 
Of importing subs t an t i a l l y . This marked the beginning of our heavy 
r e l i a n c e on imports, Pl» 480 imports had depressing effects on prodxicers 
p r i c e s . Other reconnmendations of the coiranittee were buffer stock 
opera t ions in the open market, progressive and planned soc i a l i z a t i on of 
wholesale t rade and regvilatlon of t rade through a system of l icens ing 
and compulsory procurment. The canmittee a l so advocated t he s e t t i n g up 
of a foodgrains s t a b i l i s a t i o n organisat ion t o s t a b i l i s e p r i c e s . 
When we examine the recommendations of the committee, we find tha t 
it^ does not seem t o have gone deep enough i n t o the implicat ions of i t s 
recommendations. Wirstly the canmittee did not discussed any c r i t e r i o n 
for f ix ing of the l imi t s of p r i ces a t which purchases and sales would 
be made for buffer stock crperations. I t a l so did not l a i d down any guide 
l i n e t o determine s i z e of surpluses and shortage. Secondly, i t recomm-
ended progressive and planned s o c i a l i z a t i o n of \i^oiesale t rade for the 
e f f ec t ive s t a b i l i s a t i o n of p r i c e s . But i t a t the same time firowned upcam 
r i g i d ca:i trol and r a t ion ing . The conoi t tee recomnended functioning of 
t r a d e on a competi t ive bas i s within c e r t a i n l i m i t s and a l s o regula t ing 
i t by counterva i l ing ac t ions . According t o i t , ac t ions should be both 
general covering monetary and f i s ca l po l i c ies and a l so s e l e c t i v e , invol-
ving d i r e c t purchase and sa le of foodgrains and l icens ing of dealex«. 
Then how and >rfiere does soc i a l i z a t i on come in ? Thirdly, i t recommended 
compulsory procurement espec ia l ly m respect of r i c e through cordoning 
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of c e r t a i n a r e a s . But when cordonning of surplus areas wi l l take, i t 
wi l l br ing down the pr ices and then there wi l l be no need of conpuisory 
procureiuent. From t h i s recaronendation we can i n t e r •that capt»nittee was 
a f r a i d tha t cordonlng-off wi l l not bring down pr ices in surplus a reas . 
In d e f i c i t areas act of cordoning wil l push up pr ices and any procure-
ment below tha t pr ices wi l l annoye farmers. Moreover cordoning and 
procurement on compulsory basis wi l l «icourage- black marketing and 
keeping in mind the efficacy of admin is t ra t io i in India, the magnitude 
of problen i s l i k e l y t o go beyond our imagination. 
Govt, experimented with s t a t e t rad ing in foodgrains in April 1959 
in pursuance of Mehta Committee' s proposal . According to t h i s sch^ne 
s t a t e t rad ing was t o be confined t o two cotsnodities, wheat and r i c e . 
However the scheme ran i n t o d i f f i c u l t i e s s ince i t was put i n t o p rac t ice 
in a haphazard way without taking cognizance of econonic forces. The 
pos i t i on could be.well summarised in the wor^^ of Prof. Dandekar, 
" there was a s t a t u t o r y minimum p r i c e which the wholesale t raders were 
obliged t o pay t o prodixiers and a s t a tu to ry maximim p r i ce beyond which 
t h e , wholesale t r ade r s could no t charge t o the r e t a i l r a . In between, 
t h e r e was a s t a t u t o r y procuratient p r ice a t v^ich the govt, could a t 
anytime acquire t he whole or a p a r t of stocks with the vAiolesale t raders 
and in order t o made i t easy iEcr the govt, the vinolesale t r ade r s were 
expected t o repor t t o t he govt, the stocks of grains they m i ^ t have 
from time t o t ime. The r e s u l t was inev i t ab le vhen during 1958-59, s t a t e 
t r ad ing along these l ines was xmdertaken In a number of s t a t e s , the 
market a r r i v a l s were small* market pr ices ruled above the s t a tu to ry 
maximum, and tdie govt, found i t d i f f icxi l t t o procure su f f i c i en t quant i -
t i e s , ConsequOTttly, the operation were suspended i n s t a t e af ter s t a t e . 
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and within a year, the s t a t e trading was given up" , The conclusion 
i s t h a t nothing was achieved by d isrupt ing nc^mal trade and s ta tutory 
maximum prices cannot be inforced throuc^ c o n t r o l s . 
Another experlmcitat ion of t h i s period was the Introdiicticn of 
zonal r e s t r i c t i o n on the movement of foodgrains in 1957, Larger zones 
comprising more than one s t a t e were formed with the view t o combine 
surplus and d e f i c i t areas for making t h e food sione s e l f s u f f l c i « 5 t . 
But s t a t e a f t er s t a t e s t a r t e d banning movement of grains outs ide i t , 
l e a d i n g u l t imate ly t o s i n g l e s t a t e zones i n 1960 Prof, Raj Krishna 
r i g h t l y observed "Restrict ion on in terna l movement of grain represent 
p o l i t i c a l parochealism and economic pervers i ty which should never find 
17 
a p l a c e in any nat ional food po l i cy" , 
As t h e wheat s i t u a t i o n g r e a t l y improved in 1960-61 r e s t r i c t i o n s on 
t h e movem^it of wheat were withdrawn in April 1961 in favour of f r ee 
t rade , and procurement of v*ieat on govt, account was discontinued 
pressure on c e r e a l suppl ies again increased a t t h e end of 1963, vtieat 
zones were reimposed with double vengeance i n March 1964 and t h i s time 
n i n e wheat zones were created as t h e i r was stagnant output of foodgrains . 
Rrom our above a n a l y s i s i t i s c l e a r tha t no s e r i o u s e f f o r t s were 
made t o formulate a comprehensive and long term agr icu l tura l pr i ce 
p o l i c y . We etre surprised t o note tha t , v ^ i l e we chalked out plannlr^ 
s t r a t e g y j u s t a f t e r the f i r s t plan, v/txy we did not fortnxilate an 
p o l i c y 
a g r i c u l t u r a l pr i ce p o l i c y c o n s i s t e n t with plan o b j e c t i v e s , P r l c e ^ e f o r e 
1964 was more of casual nature v*ien the food s i t u a t i o n was s e r i o u s . 
16, V.M. Dandekar, Food andFreedon, Karnataka Univers i ty , Dharwar, 
1967, p , 37, 
17, Raj Krishna, Pood Price Po l icy , Indian Ccmmittee for Cultural 
Freedom Reprint Ser i e s l , 1965, p. 10. 
18, Madalgi, S . S . , Population and Food Supply in India, Laivani 
Publishing House New Delhi , 1970. 
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t h e r e was some f e v e r i s h a c t i v i t y t o do scrnething and when raonsoon 
19 
smi l ed , t h e r e was conplacence and i n a c t i o n • The main t h r u s t of t h e 
of t h e p r i c e p o l i c y s o f a r was t o p r o t e c t t h e I n t e r e s t of t h e consumers 
and n o t much a t t e n t i o n was p a i d t o p rov id ing I n c e n t i v e p r i c e s t o 
p r o d u c e r s , Un t h e one hand support p r i c e s were Impllmented c a u t i o u s l y 
and on t h e o therhand p o s i t i v e and powerful s t e p s were taken t o keep 
food p r i c e s frcm r i s i n g . Foodgrains p r i c e p o l i c y t i l l 19 64 remained 
more or l e s s consumer o r i e n t e d , a s i t i s e v i d e n t fron fo l lowing 
s t a t e m e n t of t h e f i r s t p l a n , "Foodgrains occupy a p i v o t a l p l a c e in the 
p r i c e s t r u c t u r e and i f t h i s l a t t e r has t o be giaarded as i t must be, 
t h e p r i c e of foodgra ins must be h e l d s t a b l e a t l e v e l s wi th in t h e reach 
20 
of t h e poorer s e c t i o n of t h e conmunity" . 
FUUDGRAINS FRICE PC3LICY AFTER 1964 
Tfte main i n g r e d i e n t of t h e p o s t iy64 p o l i c y were announcing 
minimum suppor t p r i c e s well in advance of t h e sowing season, r e s t r i c t -
i o n on i n t e r - s t a t e movements of foodgra ins , o p e r a t i n g pub l i c d i s t r i b u -
t i o n , compulsory p rocu renen t , b u i l d i n g buf fe r s t o c k and i n s t i t u t i o n 
of two Permanent mechinery. A g r i c u l t u r a l p r i c e s Qommission and Food 
CorporatiCBi of I n d i a , 
The foodgra ins p r i c e cotmnittee of 1964 recommended t h e s e t t i n g up 
of an A g r i c u l t u r a l P r i c e Ccmmission. I t was d e s i r e d t h a t " the p r i c e 
p o l i c y of a l l a g r i c u l t u r a l commodities should come wi th in t h e piarview 
of t h e a g r i c u l t u r a l p r i c e commissicn, s o t h a t a b a l a i c e and i n t e g r a t e d 
p r i c e s t r u c t u r e cou ld be evolved and t h e c la ims of cnrnpeting c r o p s on 
19. Nadkarni , M.V. I b i d , p , 180. 
20. Govt, of I n d i a , Planning Ccmmission, F i r s t Five y e a r p l an , 
p . 42. 
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l i m i t e d r e s o u r c e s can be r e s o l v e d in t h e p e r s p e c t i v e of t h e o v e r a l l 
21 
needs of t h e econcmy" • 
A g r i c u l t u r a l P r i c e s Commission was s e t up In January 1965 t o 
a d v i s e t h e govt , on a g r i c u l t u r a l p o l i c y and in evo lv ing a r a t i a i a l 
p r i c e s t r u c t u r e i n t h e c o n t e x t of t h e /need t o r a i s e a g r i c u l t u r a l 
p r o d u c t i o n as a l s o t o g ive r e l i e f t o t h e consTimer, In t h e same month 
was e s t a b l i s h e d t h e Pood Corpo ra t i on of I n d i a t o a c t a s t h e f t i n c i p a l 
agency f o r making purd iases from producers and b u i l d i n g up buffer :" • • 
s t o c k s for i n s u r i n g ope ra t ions i n t h e i n t e r e s t of consianers and 
p r o d u c e r s . 
Govt, appo in t ed y e t another foodgrains p o l i c y conmi t t ee in 
19 6 6 . Thei con tn i t t e e de f ined t h e main o b j e c t i v e s of food p o l i c y a s 
under ( l ) ach iev«nen t of s e l f r e l i a n c e ( i i ) e n s u r i n g e q u i t a b l e d i s -
t r i b u t i o n Ci i i ) keeping p r i c e s s t a b l e a t r e a sonab l e l e v e l . The conmi-
t t e e a l s o c a l l e d fo r t h e b u i l d i n g up of adequa te r e s e r v e s s t ocks t o 
meet t h e s c a r i c i t y c o n d i t i o n s i n d e f i c i t y e a r s . As f a r as i n t e r - s t a t e 
p r i c e d i s p a r i t i e s a r e concerned t h e conmi t t ee advocated t h e s e t t i n g 
up of a n a t i o n a l food budget . 
SUPPORT PRICE/PROCUREMENT PRICES 
Support p r i c e s p rov ide a t ype of i n s u r a n c e t o farmers a g a i n s t 
any f u t u r e f a l l i n p r i c e s below econonalc l e v e l as a r e s u l t of g i cT t 
i n t h e marke t . The Govt, i s committed t o pvirchase t h e v*iole coninodity 
o f f e r e d f o r s a l e a t t h e suppor t p r i c e s . Though suppo r t p r i c e s xised t o 
be announced e a r l i e r t hey were main ly an a i d t o procurement o r a p a r t 
2 1 . Govt, of I n d i a , P lann ing Conmission, Thi rd Five Year ir'ian 
p . 17, 
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of the pol icy of s t a t e t rading, ra ther than Intended as an insurance 
22 
or an incen t ives . The Govt, a l so announces procurement pr ices a t the 
advice of A.P.C. on a regular basis meant for purchase of foodgrains 
needed for the maintenance of publ ic d i s t r i bu t ion system. In 1967-68. 
When the wheat production Jvinped up owing to green revolution i t s 
p r i c e s tend t o f a l l below the procurenent p r i c e s . At t h i s c r u c i a l 
raovenent govt, took an important decision t o support: market a t the 
l e v e l of procurement p r i c e s . This pol icy i s continuing since 1968 
procurement pr ices are being v i r t u a l l y used as support p r i ce s . 
Procurement pr ices have been kept higher than the support p r i ces , 
bu t are no t based on any fixed formula, i t i s based on a number of 
cons ide ra t ions l i k e ex is t ing level of market p r i ce s , the prospects of 
product ion, expected leve l of p r i c e in caning years , need of public 
d i s t r i b u t i o n e t c . In addit ion canrolsslon a l s o took note of p a r i t y pr ices 
of competing crops as i t f e l t t h a t "despi te t he subs tan t i a l increase in 
p r i c e s of foodgrains in r« :en t years the balance of p r i ce advantage 
ccmtinues t o be with c a ^ c rops , Tnis i s born out by a ccmparision of 
minimum pr ices of kharif ce rea l s with the corresponding competing cash 
23 
crops in d i f f e r en t s t a t e s " . But connmlssion never d a r i f i e d what i s 
t h e r e l a t i o n s h i p snong prices of d i f f e r en t crops i t want t o maintain. 
How does commission f ix pr ices i t i s never d isc losed. So we are 
no t in a pos i t ion t o conment over i t . But one thing i s c l e a r tha t 
con s i derat ions s e t out above have not been used by the commission in 
a systematic and orderly manner for working out the level of p r i c e s . 
As a r e s u l t the procurtfnent p r ices fixed by the commission from year 
22. M.B. Nanavati and J .J» Anjaria, The Indian I ^ r a l Problem, 
Indian Society of Agricul tural Eccaicinics, Bombay, 1965, p . 287. 
23. Report of the A.P.C. on, Price Policy for Kharif Cereals for 
19 67-68, p . 3. 
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t o year, bear no de f in i t iona l r e l a t i onsn lp t o eitfter t h e operational 
p r i c e s or minimun prices except t h a t the procurement pr ices have been 
kept below the leve l of market p r i c e s . 
A recen t not iceable trend in procurement p r i ces i s t h a t Govt, 
f ixed procurement pr ices h i ^ e r than recommended by A.P.C. under t h e 
Kharif pol icy of 1978-79, A.P.C. recommended an increase of Rs. 5 in 
procurement pr ices from 1977-78 t o 1978-79, But "Govt, increased the 
procurement p r ices of paddy by Rs, 8, Likevd.se A.P.C, recauraended an 
i nc rea se of Rs. 5 i^ -* procurement p r i ce of paddy for 1979-80 season but 
Govt, increased i t by Rs, lOiwe feel t ha t t h i s have beoi done under 
p o l i t i c a l pressure r a t h e r than because of economic considerat ions, as 
Govt, i s in no pos i t ion t o fix procurement pr ices and i f i t th inks that 
i t i s ; then what i s the need of A, P,C, ? 
A,P,C, has r e s i s t e d any increase in procurement pr ices for 1975-76 
and 1976-77 seasons. The conmission noted t h a t a f ac i l e argument for a 
s i z a b l e increase in procurement p r i c e of v^eat i s often bu i l t on the 
ground t h a t t h e world market p r i c e for cerea l i s h i ^ . The appropr ia t -
ness of an administered p r i ce for grain in t he Indian context cannot be 
deattached from the paying capac i ty of the vast mass of the low income 
24 
consumers in the country . We fee l t h a t procurement pr ices cannot be 
kept cons tan t , when the input c o s t of c u l t i v a t i o n i s r i s i n g , were other 
p r i ces cons tan t when procurement pr ices of ce rea l s were kept constant ? 
We have t o r e a l i s e t h a t farmer i s not merely a producer but a l s o a 
consxm&c and l i v i n g stJandard Q6C poois cannot be improved a t the cost 
of farmers as t h e l a t t e r ' s pos i t ion i s not very sound. The so ca l l ed 
problem of poors has never been f e l t a f t e r 1977-78 as procurement pr ices 
have been increased in each and every year a f t e r 1977-78, 
The p r i ce support pol icy succeeded in i t s object ive of providing 
incen t ive t o the producer cnly when an appropriate technology was 
'2i, A.P.L,<5ovt.of India , i ' r ice Policy for wheat 197 5-76. 
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a v a i l a b l e t o him. Of cou r se t h e p r i c e p o l i c y he lped i n adop t ing t h e 
t e chno logy >^ich impl ied use of l a r g e r purcahsed i n p u t s . The i n t e r a c t -
ion of p r i c e p o l i c y with t h e proper and a c c e s s i b l e technology enhanced 
t h e farmers income which i s r e a l i n c e n t i v e t o him. In f a c t , i t i s 
n e i t h e r t h e h igh ji^eld nor t h e h igh p r i c e a lone bu t t h e t o t a l income 
which encourages t h e farmers t o go in for l a r g e r inves tment in a c r c ^ . 
Y i e l d and p r i c e being t h e deteirminants of t h e gross income fran t h e 
e n t e r p r i s e , what i s r e q u i r e d i s t h e r a p i d adopt ion of modern technology 
s u p p o r t e d by a p o s i t i v e p r i c e p o l i c y . 
PRtXnjRErfENT AND IMPOtgS 
Though procurement o p e r a t i o n s a r e i n p r a c t i c e s i n c e long b u t i t 
assumed a s i g n i f i c a n t r o l e from 1967-68, I n t h e p a s t i t s e x c l u s i v e 
o b j e c t i v e was t o feed t h e p u b l i c d i s t r i b u t i o n system, though t h e s c a l e 
of procurement was h a r d l y enough even t o meet t h i s o b j e c t i v e . However, 
a t l e a s t from t h e 1967-68 cirop y e a r b u i l d i n g up buf fe r s t o c k has been 
an e35) l i c i t , i f n o t t h e p r i n c i p a l o b j e c t i v e of procurement . 
Procurement i n Ind ia i s under taken by s t a t e Govt, on both t h e 
C e n t r a l Govt, account and a l s o on t h e i r Own account . Genera l ly i t i s 
F . C . I , v^ ich i s e n t r u s t e d with t h e t a s k of pcocur&a&nt a s procurement 
as a g e n t of t h e S t a t e Govt, concerned . Tne system of procurement in 
vogue in d i f f e r e n t s t a t e s can be c l a s s i f i e d under four c a t e g o r i e s 
( i ) monopoly procurements ( i i ) graded l evy on producers ( i i i ) l eavy on 
m i l l e r s and t r a d e r s ( iv) p r e - empt ive open market p u r c h a s e s . The c h o i c e 
of p a r t i c u l a r s y s t a n of procurement depends on t h e a a n i n i s t r a t i v e ex-
p e r i e n c e of d i f f e r e n t s t a t e Govts , and o v e r a l l food s i t u a t i o n xn t h e 
p a r t i c u l a r s t a t e . S t a t e gov t , have in t roduced changes i n t h e procxirement 
sys tem employed by them fran t ime t o t ime depending on t h e f l u c t u a t i o n s 
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i n production and the overal l supply pos i t ion . The adoption of a 
s ing le tjniform system for procurement of foodgrains throughout the 
country i s no t f ea s ib l e . 
Experience has shown t h a t monopoly porcurement i s non-feasible 
and i n e f f i c i e n t proposi t ion, Procurem^it of r i c e i s done through levy 
cm r i c e mi l l s I s ince these mi l l s receive a major pa r t of the marKeted 
s u r p l u s ) . The method of pre-imptive purchases has been adopted on a 
l a r g e s ca l e in wheat surplus s t a t e s Ixke EVinJab and Haryana with con-
s ide r ab l e success . This would be c l e a r tram the fact t h a t during the 
years 19 68 t o i977 procurement of wheat in these two s t a t e s as a 
percentage of t:otal wheat procured has varied between 58 and 89 per-
c e n t . During 1981-82 and 82-83 they j o i n t l y procured 77 percent and 
79.26 percent of the t o t a l quan t i ty procured in the country. 
The levy on producers has acreage as i t s bas i s with due regard 
t o a v a i l a b i l i t y of i r r i g a t i o n and impact of drought. The levy on 
m i l l e r s and dealers takes, the percentage bas is ranging fran 25 t o 100, 
such a levy i s extended a t times as in (lajrat t o producers who get the 
foodgrains ( r ice) mil led in q u a n t i t i e s , excluding a defined l i m i t 
(which i s so small as 4 kg) a t a t ime. The levy on t r ade r s and mi l l e r s 
has t h e l imi t a t ion t h a t i t i s d i f f i c u l t t o inforce and p rac t i ce and 
leads t o deal ing outside the organised market. 
Over t he period foodgrains procurement has increased both in 
abso lu te f igures and as percentage of production. The procurement has 
increased in recent years a t a f a s t e r speed. Proctirement of v*ieat has 
increased rap id ly fircm 1967-68 as compared t o the e a r l i e r period and 
in 1969-70 i t l e f t behind the procurement of r i c e , and since then i t 
has maintained the lead, i n s p i t e of the fact that production of r i c e 
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was q u i t e high as compared t o wheat. Procuranent of r i c e has not been 
lower than the procuremoit of vAieat only in abso lute terms but in 
percentage of production too . I t shows the r i c e procurement did not 
g e t adequate a t t « i t i o o from Govt, i n s p i t e of tile fact that majority 
Of poors food i s r i c e . 
Though the foodgrains p o l i c y c o n n i t t e e has reccnmended the take 
over of vrfioiesale trade i n foodgrains longback in 1957, the Govt, Kept 
mum t i l l 1972-73 when serious food c r i s e s forced t h e Govt, take over 
wholesa le trade in wheat and r i c e . This programme was vehemently 
opposed by the wholesale t r a d e r s . The Govt, i t s e l f was i l l eqxilpped 
t o meet t h e s i t u a t i o n and the impletienting machinery was corrupt and 
i n e f f i c i e n t . As a r e s u l t govt, scrapped t h i s system on 28 March 1974. 
Govt, did another experiment by announcing procurement of 50 percent 
of the s tocks with wholesale traders and coopei?ative s o c i e t i e s in 
Punjab, Haryana, U.P. and Rajasthan. This p o l i c y a l s o flopped miser-
ab ly with i t s corrupt a<4ninistrative machinery ^that co i loborated with 
traders) the Govt, coiild not have expected t o procure 50 percent of 
s t o c k s with the wholesale t r a d e r s . 
Though cwr dependence on imported foodgrains had gone down t o 
a cons iderab le e x t a i t , we have y e t t o completely f ree our econany 
from t h i s d i s e a s e . The dependence of the country on imports would be 
c l e a r fron the fac t that even during the year 1975, Govt, imported 
7 , 4 5 m i l l i o n tonnes of foodgrains, which i s a record af ter 1967. In 
f a c t i n the t h i r t y seven years s i n c e Independence, excepting four 
years (197 2, 1978, 1979, and 1980) the Govt, has had t o depend on 
l a r g e s c a l e imports t o meet t h e food requirement of the economy. 
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Main i tem of impor t i n foodgrains has been wheat. Import of r i c e was 
a lways lower t han t h a t of v^ieat. So \ ^ e t h e r i t i s import or p rocure -
ment , gov t , a t t e n t i o n has always be^ i more t o vrfieat, though i t s 
prodtact ion compared t o r i c e has been q u i t e low and i t i s a l s o not 
t h e food of p o o r s . I t i s because of t h i s reason t h a t we can say. t h e 
Govt*«. foodgra ins p o l i c y as t h a t of wheat p o l i c y . 
I t i s s a i d t h a t by depending on import ' over a long p e r i o d of 
t i m e Govt, have done more harm than good. I f food a i d p e r s i s t i n t h e 
l o n g run a g r i c u l t u r e developmai t f a i l s t o proceed a t a s u f f i c i e n t l y 
25 f a s t r a t e t o make t h e econony s e l f s u f f i c i o i t . S ince t h e main 
o b j e c t i v e of import was t o b r ing down i b i c e s , p r i c e s could n o t i n c r e -
a s e t o t h e e x t e n t t o have p o s i t i v e impact en p roduc t i on . Imports 
unde r PL-480 d id n o t a l low remunera t ive p r i c e s of foodgrains t o emerge 
i n t h e economy. This had an adve r se e f f e c t en a g r i c u l t u r a l develc^wient 
26 
though i t d id h e l p consumers t o meet t h e i r consumption requirements . 
RJBLIC DISTRIBUTIOW 
P u b l i c d i s t r i b u t i o n s y s t e n ope ra t e s th rough t h e f a i r p r i c e shops 
and r a t i o n c a r d s . D i s t r l b u t i c n r e s t s on both s t a t u t o r y and informal 
r a t i o n i n g . Ra t ion ing was I n i t i a l l y i n t roduced du r ing , t h e second 
wor ld war but was sc rapped in 1954. V*»en on account of bad c r o p s 
dange r of famine i n Or issa and Bihar appeared in 1964 t h e Govt. 
had t o r e s o u r t t o a p o l i c y of. food c c n t r o l . Ra t ion ing system 'was 
i n t r o d u c e d . However/ as g r a v i t y of food problem l e s s e n e d t h e Govt, 
a g a i n l i b e r a l i s e d i t s p o l i c y . At p r e s e n t p u b l i c d l s t r i b \ i t i o n system 
2 5 . F .A.O, , The Linking of Pood with o the r a i d , p . 6 . 
26 . B.M, Bha t ia , I n d i a ' s food problem and p o l i c i e s s i n c e Independen-
c e , Bombay 1970, p . 158, 
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functions through fa i r p r ice shops, vv-hlch meet the minimum requirenent-
s of the poor conrounity while r i ch consumers can turn t o the free 
market a lso , for sa t i s fy ing t h e i r needs. 
The Pressure had been more on public d i s t r i bu t i on in d r o u ^ t 
y e a r s . Now as a r e s u l t of improvement of food s i t u a t i o n the pressure 
on d i s t r i b u t i o n has oased, now informal ra t ion ing at l e a s t has come 
t o s tay as a durable feature of food pol icy. But we can not expect of 
s i g n i f i c a n t reduction in the nxomber of f a i r shops as viilnerable c l a s s 
of population has t o be protected agains t continuing i n f l a t i o n . 
There i s a general complain t h a t publ ic d i s t r i bu t ion system i s 
no t fxjnctioning well owners of the shops are corrupt and indulge in 
black marketing and hoarding a t the cos t of poors who are deprived 
of t h e i r due share . A la rge number of urban poors do no t have the 
r a t i o n ca rds . The d i s t r i bu t i on i s mainly r e s t r i c t e d t o wheat and r i c e 
and t h e i r has been very l i t t l e procxireraent of coarse grains l i k e 
Jowar and bajra, v^ich c o n s t i t u t e the s t a p l e d i e t of poors . The dkta 
of public d i s t r i b u t i o n revea ls t ha t i t s amount i s t o small comparing 
t h e requirements of the poor people. The base of the public d i s t r i b u -
t i (»i i s not yet su f f i c i en t ly broad based since foodgrains handled by 
i t have never exceeded 15 mil l ion t a n n e s i^iile the requirements of 
the vulnerable sec t ions of the soc ie ty a r e around 29 mill ions^ tonnes '" . 
In fact the ru ra l poors are excluded from the programne. This i s 
very unfortunate beca\ise i t means the exclusion of the exploited poor 
c l a s s of landless labourers from the public dlstrlbixblon system 
through t h e i r needs are very g rea t . In s p i t e of a l l the adminis t ra t ive 
27. J .N, Mongia, "Pood Policy" in J .N. Mongia (ed) Ind ia ' s 
Economic i ' o l l c ies , 19 47-77 New Delhi 1980, p . 150. 
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problens involved/ the Govt, must extend the publ ic d i s t r ibut ion 
system t o include t h i s vulnerable c l a s s of people. 
I f the aim of publ ic d i s t r i b u t i o n i s t o provide food a t reason-
ab le pr i ces t o poor» i t should be l imi ted t o the lower inccme 
groups or poors. Others should purchase t h e i r food from market. I f 
t h e Govt, does i t * the t o t a l welfare from public d i s t r i b u t i o n w i l l 
be much higher even i f i t continues t o cover same area and same 
number of persons . 
FuOD zatES 
One important ingredient of food p o l i c y was t o make food zcnes. 
Movement of foodgrains was banned from one food zcaie t o other on 
p r i v a t e account. The po l i cy of r e s t r i c t i n g movements of grains across 
s t a t e s has e x i s t e d in India s i n c e the second world war and was f inal 
l y abandoned only in 1977-78, The p o l i c y vfts operated in three 
v a r i a n t s . In some years the so c a l l e d large zones were d«narcatcK3 
under which s t a t e s were grouped i n t o zones such that free mov«m«nt 
was allowed within each zone but not across zcmes. In other years 
every s t a t e was allowed within each zone but not across zones. In 
other years every s t a t e was a zone s o that movements across i n d i v i -
dual s t a t e s were r e s t r i c t e d . 
The idea of l arge food zones f a i l e d because of narrow i n t e r e s t 
of s t a t e s . Govt, could not implement i t e f f i c i e i t l y and during the 
per iod of shortage large zones were reduced t o s i n g l e s t a t e zones. 
In terms of d i s t r i b u t i o n and p r i c e s , t h i s arrangements protec t s 
consumers in more prosperous s t a t e s a t the c o s t of consumers m 
d e f i c i t s t a t e s . As A . P . C , s a y s . "Pood r e s t r i c t i o n s have always gone 
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Source : Raj Krishana and G.S. Raychaudhari some Aspects of Wheat and 
Uce Pr ice Eblicv in India, world Bank vorking paper, mimeo, Apr i l , 1980. 
- 1 2 7 -
a g a i n s t t h e i n t e r e s t of d e f i c i t s t a t e s . Surp lus s t a t e s have shunned 
t h e i r r e s p o n s i b i l i t y every t ime t h e y fee l t h a t p r i c e s i t u a t i o n wi th -
2b i n t h e i r boundar ies i s s e r i o u s " . I t f u r t h e r says "for most of t h e 
S t a t e s , i t i zonal system) has merely p rov ided t h e oppor t ia i i ty of 
29 
u n d i r e c t i o n a l flow" • 
The i d e a behind t h e i n t r o d u c t i o n of t h e system was •H:hat t h e r e 
s h o u l d be a flow of foodgrains from s u r p l u s t o d e f i c i t s t a t e s t o 
such an e x t e n t t h a t by and l a r g e , t h e i n t e r - r e g i o n a l d i s p a r i t i e s i n 
30 p r i c e s would t e n d t o be reduced t o t r a n s f e r c o s t " . Con t r a ry t o t h i s 
e x p e c t a t i o n , t h i s s y s t ^ n accentxiated t h e i n t e r - s t a t e p r i c e d i s p a r i t i e s 
d u r i n g t h e pe r iod i t V!«s i n o p e r a t i o n . Tab le 5.1 g ives t h e c o e f f i c i e n t 
of i n t e r - s t a t e v a r i a t i o n of wholesa le v^ea t and r i c e p r i c e s in d i f f -
e r e n t y e a r s . I t shows t h a t i n t e r - s t a t e p r i c e d i s p a r i t y in t h e ca se of 
b o t h c r o p s was h ighe r i n t h e yea r s of zonal r e s t r i c t i a i s compared t o 
t h e p e r i o d s of f r ee t r a d e . 
BUFFER STOCK 
The Govt, had c o n s i s t e n t l y t r i e d t o main ta in a bu f fe r s tock , but 
h e r e f f o r t s i n t h i s d i r e c t i o n f a i l e d l a r g e l y t i l l 19 66-67 due t o 
p e r s i s t e n t s h o r t a g e . Pood r e s e r v e s c r e a t e d ou t of impor ts were a l s o 
consumed. In t h e fou r th p l a n bu f fe r s t o c k r e c e i v e d a t t e n t i o n on an 
i n d i s p e n s a b l e organ of food management. Buffer s t ocks have i n c r e a s e d 
from y e a r t o year and In r e c e n t y e a r s i t has i n c r e a s e d c o n s i d e r a b l y . 
28 . A.P. R ^ o r t on p r i c e p o l i c y fo r Rabi Foodgrains for 1968-69 
season p . 4. 
29. A . P . c , R ^ o r t on wheat p o l i c y fo r 1967-68 season p . 9 . 
30. A.P.C, Repor t en P r i c e p o l i c y for Kharif c e r e a l s fo r t h e 
1965-66 season , p . 14. 
-128-
In view of the large costs involved in acquisition and mainten-
ance of buffer stocks i t i s essent ia l t o determine the ir appropriate 
s i z e . I t i s true that in a s i tuation of rapidly changing d«nands and 
supplies tne appropriate s i z e cannot be a uniquely determined quantity. 
Same kind of t r i a l and error i s bound to be there. Nevertheless sane 
attempts at s t a t i s t i c a l estimation have been made. In a recent study, 
cuitmlngs, Herdt and Ray have arrived at an estimate of 12 mill ion 
tcsines^^. A buffer stocic of this size* according t o th i s study, would 
be adequate to of fset production fluctuations due to ra infa l l . But 
th i s quantity i s arrived a t pifarely from the consideration of of fset -
t ing production fxinctions. I t does not take into account the financial 
costs and benefits which would accure to the connxanity from the main-
tenance Of this reserve stock. 
I t i s important t o note that buffer stcxik policy can only take 
care of fluctuations around trend in the production of a commodity 
with resultant fluctuations in prices which may cause hardship to 
consumers in periods of poor crops and to producers in periods of 
bumper crops. By evening out such annual fluctuations, a well ccn-
ceived and e f f i c i e n t l y implenented buffer stock policy can go a long 
way towards «isuring greater regularity in sui^l ies from year t o year 
the way for fostering rational econCRilc decisions on the part of 
producers. Moreover with tii& growing experience of short - fa l l s in 
prodxjcticn being made good by the govt, dexteriously year after year, 
anticipation of poor production in particular years \d.ll not unleash 
31, S.K. Ray, Ralph W, cummlngs Jr . Robert W. Herdt, "Agricultural 
Pt ices , Production and Growth", Economic and Pol i t i ca l Weekly (Se^ember 29, 1979) P. A. 97 t o A-io5. 
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h e c t l c - s p e c u l a t i o n and hoa rd ing . But f l u c t u a t i o n s i n p r i c e s brouc^t 
abou t by causes o t h e r than f l u c t u a t i o n s i n p roduc t ion around t h e 
t r e n d canno t obvious ly be t a c k l e d by means of b u f f e r s t o c k p o l i c y . 
I n sxich s i t u a t i o n s buf fe r s t o c k p o l i c y canno t „ be used t o so f t en 
t h e impact of t h e s e cnanges on consumers and p r o d u c e r s . 
SUGARCANE PRICE POLICY 
The p r i c e p o l i c y for sugarcane has a long h i s t o r y . The need for 
a minimum p r i c e fo r sugarcane s u p p l i e d t o f a c t o r i e s began t o be f e l t 
w i t h i n a s h u r t p e r i o d of t h e g r a n t of p r o t e c t i o n t o t h e sugar i n d u s -
t r y i n 19 32. As, however t h e b e n e f i t t o t h e grower was very much 
below e x p e c t a t i o n s t h e c e n t r a l sugarcane Act, 19 34 was promulgated 
t o empower s t a t e Govts , t o f i x minimum p r i c e s for cane Payable by 
p u r c h a s i n g f a c t o r i e s . Act ion was takeai In U . P . and Bihar from t h e 
19 34-35 c r o p s ea son . Subsequo i t l y t h e s e G o v t s , i n a c t e d t h e i r ovm 
L e g i s l a t i o n f i x i n g cane p r i c e s and r e g t i l a t i n g purchase by f a c t o r i e s , 
Th is was fol lowed by o t h e r s t a g e s ^ ^ . Since t h e s e t t i n g up of t h e 
A g r i c v a t u r a l P r i c e Cawnission i n 1966, t h e s e p r i c e s a r e f i x e d by t h e 
Govt, of I n d i a on t h e expe r t a d v i c e of t h e p r i c e commission. The bas i c 
i d e a behind t h e s t a t u t o r y minimum p r i c e i s t o p rov ide a k ind of i n su -
r a n c e t h a t i n t h e ev&it of a v e r y good c rop , when supp ly t&n6a t o 
ou t run demand, p r i c e w i l l n o t be al lowed t o f a l l below t h e l e v e l t h a t 
cove r s t h e c o s t of e f f i c l o i t p roduc t ion and prov ides a reascjnable 
p r o f i t margin . Under t h i s arrangement t h e suga r m i l l s a r e under a 
s t a t u t o r y o b l i g a t i o n t o pay a t l e a s t t h e minimum p r i c e t o the sugar -
cane grower f o r sugarcane d e l i v e r i e s . T i l l August, 19 67 when the fu l l 
3 2. Report of t h e sugar enqu i ry Cormnlssion, October 1965, p . 21 . 
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contrdL system in sugar was in operation i t was the s ta tu tory minimum 
p r i c e for sugarcane that served at the b a s i s fee the f i xa t ion of cont -
r o l l e d ex- fac tory p r i c e of sugar. But in the e x i s t i n g dual market, dual 
p r i c e system in sugar industry, though t h e s ta tu tory minimtin pr ice for 
sugarcane i s d i r e c t l y l inked with the leavy pr i ce of sugar, the sugar 
m i l l s should be ab le t o pay, and they do pay t o the came grower, a 
p r i c e higher than the s ta tu tory minimum pr ice Since the free s a l e 
market pr ice i s nigher tnan t h a t of l evy sugar. 
The implementation of minimxun pr ice for cilraost f ive decades has 
not completely six:eeded in eve i ing out or in moderating the s e v e r i t y 
of f luc tuat ion that occur in the sugarcane eccnony with almost prec is 
r e g u l a r i t y . The d i s q u i e t i n g feature of the Indian sugar economy during 
t h e past few decades has beai i t s i n s t a b i l i t y , showing i t s e l f in the 
l a r g e and recturring imbalances between the demand for and supply of 
sugar . Apart from guaranteeing a minimum p r i c e t o the growers, the 
p r i c e p o l i c y should a l s o aim at imparting a measure of s t a b i l i t y t o 
both pr'oduction and pr ices of the commodity in quest ion . 
Sugar, gur, and Khandsari together c o n s t i t u t e the t o t a l supply of 
sweetening mater ia l s , and on the demand s ide they compete for t h e i r 
raw m a t e r i a l s . Supply frcm the a v a i l a b l e stock of sugarcane. In the 
s e t up with no p r i c e regulat ion and no system of cane allotment t o gur 
and khandsari manufacturing u n i t s , factory sugar industry i s put t o 
cons iderab le d i f f i c u l t y in a t t r a c t i n g adequate suppl ies of cane v*»ich 
g e t d iverted t o gur and khandsari e s p e c i a l l y in s c a r c i t y years during 
periods of f u l l p r i c e control on sugar. Vftiat Happens i s that the minimxim 
support pr i ce partakes the character of a prwrurement p r i c e under 
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conditicsns of fu l l p r i ce con t ro l on sugar and t h i s cane pr ice being 
u n a t t r a c t i v e t o the grower, he tends t o convert h is cane i n t o gur or 
supp l ies i t to Jchandsari uni t s vfliich being outside the ambit of p r i ce 
c o n t r o l , can afford t o pay higher pr ices for cane. Therefore, t o achieve, 
s t a b i l i t y in the sugarcane econony, i t i s imperative t o s t r i k e an 
equil ibr ium between the t o t a l demand for and the supply of a l l Sveet&n-
Ing ma te r i a l s . The s i t ua t i on thus demands t h a t "the pol icy intervention 
should regxUate a l l the th ree sub-sectors of the sugarcane econony. 
However, for reascais of p r a c t i c a b i l i t y , the pol icy intervent ion has 
come mostly through the instruments of minimum sugarcane pr ice and other 
c o n t r o l s , applicable mostly t o t he sugar indust ry . 
The problem of ensuring adequate cane supplies t o sugar fac tor ies 
cannot be solved by piecemeal and short term measures such as periodic 
increases in the maximum pr ice of sugarcane or even p a r t i a l decontrol of 
sugar . The l a t t e r , no dcxibt improves the capaci ty of the industry t o 
face competition from gur and khandsari but with the production of levy 
sugar being as high as 65 percent , years of shor t crops s t i i i pose grave 
probl©n to the factory sugar indus t ry . The crux of the problem i s that 
sugarcane p r i ce pol icy i s enextr icable meshed up with sugar policy so 
t h a t the s t a t u t o r y minimum support p r ice pol icy for sugarcane which i s 
the p r inc ipa l instrxsnent of cane p r i ce pol icy cannot be of much avai l 
so long as the sugar pr ice and d i s t r i b u t i o n pol icy keeps on sh i f t ing 
from one extreme t o the other as we nave been witnessing since the ear ly 
1960 ' s . During the pas t two decades the sugar p r i c e and d i s t r i bu t i on 
po l i cy has s*hown wide swings with t he fu l l p r i ce con t ro l , con^lete de-
con t ro l and p a r t i a l decontrol p o l i c i e s chasing each other endlessly. 
Such frequent changes in pol icy na tu ra l ly affect sugarcane prices and 
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thus t h e fortunes of cane growers. The Govt, must design and pursue 
a well thoughtout and long term pol icy with a b u i l t in raechanisn 
for coping with various problems when they a r i s e , within i t s own 
framework. Tnis a lcne can help t o achieve the objectives of prono-
t i n g eff ic iency in cane c u l t i v a t i o n as well as sugar manufacturing 
and d i s t r i b u t i o n and thereby impart a measure of s t a b i l i t y to sugar-
cane and sugar economy. 
PRICE POLICY FOR OILSEEDS 
An important c h a r a c t e r i s t i c of oi lseeds i s t ha t t h e i r p r i ces 
a r e charac te r i sed by wide f luc tua t ions . Being rainfed, oilseeds 
production i s subject t o excessive f luc tua t ions which r e s u l t in 
supply p r i ce d i s t o r t i o n s . Unlike other ccromercial crops such as 
sugarcane« cot ton and j u t e , in v^ose case p r ices were souc^t t o be 
r egu la ted through f ixat ion of f l oo r / ce i l i ng l eve l s from time t o 
t ime, no such d i r ec t p r i ce cont ro l was attempted in the case of 
o i l seeds dxiring t he f i f t i e s and s i x t i e s . The p r i ce policy for o i l -
seeds r e l i e d on i n d i r e c t s t a b i l i s a t i o n measures for managing the 
o i l seeds economy. Which included regula t ion of bank advances, ad-
justment in expQrt>import pol icy market r eo r i en t a t ion , prodixjtivity 
improvement, and augmentation of productltm of var ious o i l seeds . 
I t was not u n t i l 1976-77 t h a t p r i ce support was extended t o 
o i l seeds with the f ixat ion of support p r i ce for groundnut which i s 
the most important: c u l t i v a t e d oi lseeds in India , and a l so t o sun-
flowerseed. We now have a system of minimum support pr ices for 
groundnut sunflower, soyabean, rapeseed and mustard. In 1978-79, 
the implementation of the p r i c e support po l icy in respec t of a l l 
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t h e s e crops was ent rus ted t o the National Agricul tural Co-operative 
Marketing Federation (NAFED) • The very next season, however, the 
r e s p o n s i b i l i t y for conducting p r i ce support operations was again 
vested in the s t a t e Govt*. With NAPED performing only the ro l e of 
broadly overseeing the progress of these operations in t h e concerned 
s t a t e s . Such make s h i f t arrangement can hardly be conductive t o order-
ly p r i c e support operaticns on a long term continuing bas i s . What i s 
needed i s a cen t r a l public sec tor agency equipped with adequate 
s to rage , processing and other f a c i l i t i e s t o undertake on a continuing 
ba s i s , pr ice support as well as commercial purchases and sa les of 
o i l seeds and edible o i l s so as t o back up the oi lseeds developnent 
programme with an assured market. 
I t i s sometimes argued t h a t t he minim\«n support p r i ce policy i s 
not adequate for increas ing oi lseeds production, t he need i s for an 
incen t ive p r i c e po l icy . This argumait tends to ignore the r e a l i t i e s 
of t he oi lseeds s i tua t ion with the demand for ed ib le o i l s , r i s i n g 
mxjch f a s t e r than production of o i l seeds , the problem with oi lseeds 
has no t been one of uneconomic pr ices but of t h e i r v o l a t i l i t y . 
Although market prices have been r e l a t i v e l y more favourable for o i l -
seeds than for ce rea l s for years for together . Oilseeds acreage and 
prodtacticai have shown l i t t l e response. The main reason for t h i s Is 
t h a t i t i s not the p r i ce factor alone but the overa l l income ^ l eve l s 
and p r o f i t a b i l i t y of d i f ferent crops tha t influence t he i r adjustment 
in the cropping pa t t e rn . The spectacular success achieved by ce rea l s 
such as wheat and t o a l e s se r extent by paddy, i s l a rge ly a t t r i b u t a b l e 
t o the edge gained by these Crops ccnasequent upon the technological 
break through. In sharp c o n t r a s t with t h i s , o i l seeds lagged behind in 
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technologlcal development and hence received only res idual inputs 
and services leading t o y ie ld and income d i s p a r i t i e s in r e l a t i on t o 
c e r e a l s . This does not mean t h a t incent ive p r i c e pol icy can play no 
r o l e in increasing oi lseeds prodxntion, vAiat i s suggested i s t h a t 
i ncen t ive p r ices cannot be used as a proxy for prime moving techno-
logy. In the u l t imate ana lys i s , expansion in the production of o i l -
seeds has t o be induced p r i m a r i l y ' throuo^ technological and i n s t i -
t u t i o n a l improvem<aits with p r i ce playing a complemeatary r o l e . 
SUMMARY AND CQNClZJSlOWS 
Tlie pr ices of farm prodxjcts are h ighly var iab l e . These changes 
at t imes appear irraticanal or capr ic ious beyond realm of reason t o 
e3a»laln and beyond the power t o c o n t r o l . The d t sequi l ibr iun of demand 
and supply xn agrlcultxire i s a un iversa l phenom^ion. The nature of 
cos t condition, seasonality of production and biological nature of the 
business - a l l combine t o of fset s t a b i l i t y in agricuitaral prices . 
There occur changes in the pattern of behaviour of these factors, 
^ t i n g and interacting on demand and supply of agricultural commodities 
according t o the time involved in the ir operatlcn. These changes in 
the behaviour of factors bring about changes in demand and supply 
condit ions, which, in turn, result in changes, in the behaviour of 
p r i c e s . These changes require varying lengths of time t o mature. The 
changes in prices that taKe place are short time price fluctuations, 
secular trend in price fluctuation, season price fluctuation* annaal 
pr ice fluctuation, cyc l i ca l price fluctuation and irregular price 
f luctuation. Changes in agricultural prices perform three major funct-
ions and hence particxJLar mov«nent of agricultural prices may f a c i l i -
t a t e the achlevemeits of certain' goals, throu^ their operation on one 
function, while those same movement may operate against other simulta-
neously held goals through effect on other functions. The three main 
functions of agricultural prices are to serve, as an allocator of 
resources, as a distributor of incone and as an influence cxi capital 
formation. 
The price index of a l l commodities increased rapidly after 1970-71 
compared t o the period before that . Before 1969-70 primary art ic les 
played an important role in pushing up the prices of a l l commodities 
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Ibiit a f ter 1969-70 the ir role vias taken by other cawnodlties. Prices 
Of food art ic les Increased more rapidly than the prices of non-food 
a r t i c l e s in each plan with the exception of the second and fourth 
plan, vrtien i t was other way round. Foodgrains prices played an import 
tant role in pushing up food art ic les prices but after the fourth 
plan non-foodgrains prices tooK their ro le . Prices of pulses increased 
more rapidly than that of cereals in each plan. Average annual incre-
ased in the price index of oilseeds and gur has fluctuated from plan 
t o plan. However i t was highest In the fourth plan for oilseeds and 
in annual plans for gur. 
Coefficient of variation of the percentage change in the price 
index over previous year i s quite high fee individual commodities 
compared t o the group of comnodities. However, i t i s almost same for 
wheat and pulses, but fluctuations in v^eat price can be attributed 
iftore t o the improvem«it in production and import compared to fluctua-
t ions in pulses prices which can be attributed t o fluctuation in pro-
duction. The coef f ic ient of variation of the perOentage change in the 
price Index over the previovjs year i s quite high for oilseeds and gur. 
Relative prices of non-food art ic les t o food art ic les reveal no 
trend over the period, except that i t has been favourable to non-food 
a r t i c l e s in the recent years. Relative prices of foodgrains to food 
a r t i c l e s and non-food art ic les has consistent ly been favourable t o 
foodgrains t i l l 1976-77 but after that i t has been other way round. 
The re la t ive prices of cereals to piuses has been favoxirable to cereals 
t i l l 1963-64 but after that it has been unfavourable t o cereals . 
Relative price ot cereals t o wheat has been favourable to wheat t i l l 
1955-56 and af ter that i t has been favourable to r i ce . Relative prices 
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Of Cereals to pulses has been favourable to cereals t i l l 19 63-64 but 
a f te r that is has been \jnfavourable t o cereals . Relative price of 
cerea ls to wheat has been favourable to v*ieat t i l l 19 55-56 and after 
ihat i t has been favourable to r i ce . Relative prices of sugar to gur 
has consistently been favourable t o gur with the esoception of few years. 
Relative prices of foodgrains t o oilseeds has ccwisistently been favour-
able to foodgrains except in recent years when- I t has be&n favourable 
t o oilseeds. The coefficient of variation of the re la t ive prices of 
sugar t o gur over the period is highest. 
The contribution of primary a r t i c les in the price index of a l l 
ccmroodities has been quite high but has declined in the recent yeazrs 
and that of fuel, power and l ic^t ing and manufactured products have 
increased in recent years. However the average contribution of primary 
a r t i c l e s in the price index of a l l ccxnmodities i s quite high and that 
Of ftiel power and lighting is quite low. The coefficient of variation 
of the contribution of fuel power and l ighting i s higher than that of 
the primary a r t i c l e s and manufactured products. 
The average contribution of food ar t ic les in the price index of 
primary ar t ic les i s more than tha t of ncai^food a r t i c l e s . The coefficiai t 
of variation of the contribution of non-food ar t ic les i s hl^^er than 
tha t of food a r t i c l e s . 
Average contribution of foodgrains in the price index of food 
a r t i c l e s i s lower than tha t of non-foodgrains. However/ whai we take 
the average contribution of foodgrains and non-foodgrains in the price 
index of food a r t i c l e s t i l l 1977-78, we find that i t is other way round. 
The coefficient of variation of the contribution of foodgrains i s more 
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i:rMpa£«d t o t h a t of non-foodgrains. Average contr ibut ion of wheat in 
t he Pr ice index of foodgrains i s more conpared t o t ha t of pulses and 
r i ce* The coef f ic ien t of va r ia t ion of the contr ibut ion of r i ce i s 
maximum and tha t of v^eat I s minimum. 
The seasonal pa t t e rn of d i f ferent crops coincide with t n e i r crop 
Season, Tne seasonal p r i ce index of oi lseeds has two peaks and two 
t roughs . Seasonal pr ice index of sugar do not-show any seasonal i ty . 
The coe f f i c i en t of var ia t ion of the seasonal p r i ce index of group of 
coramodities i s qu i t e low compared t o t h a t of individual commodities. 
The coe f f i c i en t of va r i a t ion of the seasonal p r i ce index of pulses 
i s q u i t e high compared t o t h a t of c e r e a l s . 1^6 extent of seasonal i ty 
i n the Prices of r i c e and wheat have declined in the recent years . 
The R value for t he exponential t rend equation of p r i ce index 
and production index i s qu i t e high for a l l the crops with the only 
exception of the production index of pu l se s . The trend growth ra te i s 
h i g h e s t for wheat larices and lowest for pulses p r i ce s , but In t he case 
of prodtaction i t i s other way round. 
The coe f f i c i en t of va r i a t ion of the pr ice index of foodgrains i s 
q u i t e hig^ and r e spons ib i l i t y for i t goes more t o pulses pr ices 
compared t o cereal^ p r i c e s . The coef f i c i en t of variaticai of the p r ice 
index of r i c e i s rr.cTe than t h a t of >^eat. The coe f f i c i en t of va r ia t ion 
of t he p r i ce index of oi lseeds and gur i s qu i t e high. The coeff ic ien t 
of va r i a t ion of the p r i ce Index of a l l the commodities i s higher for 
the period 1951-52 t o 1970-71 compared t o the peri<Jd 1970-71 t o 1983-84 
The adjusted index number of d i f ferent commodities production 
and p r i ces do not show any r e g u l a r i t y over the per iod. Broadly the 
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SW i^lifeiNl M ^ x miraber of prices are above 100 In the recent years, 
Cm&pariaian of the adjixsted index number of prices and production of 
dif ferent coramodities do not reveal any ccmraon pattern, apart frcm 
the degree even direction do not always coincide. The coef f ic ient of 
variation of the adjusted index number of gur prices i s highest and 
lo«^5t for the oilseeds prices . The coef f ic ient of variation of the 
adjusted index number of pxUses prices i s more .compared to that of 
cer^t l s prices . The coefficient of variation of the adjusted index 
number of i^eat prices i s more than that of r i ce prices on the whole 
i t «e«w that v^ile a l l the commodities are subject to s ignif icant 
fluctuations* the problem i s great in respect of gur and pulses prices . 
In our analysis of the causal factors we fcxmd that production i s 
not a s ignif icant determinant of price except in the case of two crops 
VJ.2, trtieat and sugarcane, However the prodxx:tion e l a s t i c i t y of price i s 
quite low for a l l the crops. In each and every plan there was at least 
one bad weather year as a result production could not increase consis-
t e n t l y for 5 Or 6 years, so as t o have s ignif icant impact on prices . 
Regional d ispari t ies of rainfal l in India i s very uneven. There i s a 
large area with an average annual rainfal l of 30 t o 70 inches, which 
i s most susceptible t o failxare of crops on account of drou^t, Tnxs ia 
because of the fact that for normal agricultural operations 30 t o 35 
inches of ra infa l l spread i s considered suff ic ient t o supply a l l the 
water needed for plant growth. In normal years the rainwater i s s u f f i -
c i e n t for cult ivation in these areas and irrigation works therefore do 
not attract private or public investment. For crop proaaction even 
distr ibution of rainfall over the agricultural season i s far more 
important than the quantities of rainfal l in the years. Ev&i in good 
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wtatho: year crop production has been affected because of the failure 
of ra infa l l at a part icular time. 
Marketed surplus plays a very important role m determining 
agricul tural pr ices . In fact i t i s the variation in marketed surplus 
ra ther than the variation in production that i s important from the 
point of view of prices. In the poor and uncertain economy l ike ours, 
farmers se l l only a small porticai of the produce to keep the res t for 
t he i r own consximption. So an increase in agricxoltural production and 
productivity do not increased the marketed surplus significantly so 
as to have s i ^ i f i c a n t impact on pr ices . 
The rapid growth of population and tirbanisation have increased 
the demand for agricultural commodities. Agriculture produce wage 
goods, income e l a s t i c i ty of ctemand for whidi i s very high in India. 
So the increase in the income of the masses have increased demand for 
agricultxiral products sharply. The Govt, policy of raising uhe living 
standard of poors have also increased the demand for agricultiaral 
products. 
Speculation and speculative holding have a lso played a significant 
ro le in agricultural pr ices. Bit here v.'e have t o keep in our mind that 
t raders exploit condition of sc i rc i ty they aggravate the situation but 
they seldom originate i t . In our analysis money supply turns out to be 
Crops 
a highly significant determinant of the prices of a l l the^under study. 
The e l a s t i c i t y of price witJi respect to money svgjply is also quite 
high for a l l the crops. Since checking the growth of money supply can 
be said outside the pxxrview of agricultural price policy, efforts 
should be made to increase the agricultural producticxi so as to 
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n e u t r a l i s e the Impact of money supply on agarlcultural p r i ce s , 
I n d i a n ' s a g r i c u l t u r a l p r i ce policy has remained a h ic^ ly contro-
v e r s i a l i s sue dxaring the l a s t severa l decades. Policy C3n food fr<»it 
has a l t e rna t ed between con t ro l , decontrol and p a r t i a l decondtrol upto 
t h e t h i r d plan in which the v i l l a i n was the a r t i f i c i a l food zone system. 
A r e a l i z a t i o n of the f u t i l e e f for t s of make-shift arrangements in 
meeting the exigencies of the sv5>ply and demand s i t u a t i o n for foodgrains^ 
Vis-a-v is long-term object ive of s t ab le ag r i cu l t u r a l p r i c e pol icy led 
t o the Se t t ing up of foodgrains pr ices ccxiroittee, en v*iose recommenda-
t i o n t he Agr icul tura l Prices Commission was fromed in January 1965, 
followed by the establishment of the Food Corporaticxi of India t o act 
a s t he p r inc ipa l agency for making purchases from producers and iauiid-
ing up buffer stock for insur ing operations in the i n t e r e s t of consu-
mers and producers, vAiich marked the beginning of a new phase in the 
evolut ion of ag r i cu l t u r a l p r i ce po l icy . 
In f ixing procurement pr ices the Agricul tura l Prices Conmission, 
as enjoined by i t s terms of reference/ takes in to considerat ion several 
f a c t o r s , such as cost of producticn, input p r i ce s , market p r i ces , i n t e r -
c rop p r i c e p a r i t i e s , effect on cos t of l i v ing , effect on indus t r i a l 
c o s t s t r u c t u r e , i n t e rna t iona l p r i ces and changes in i n t e r - s e c t o r a l 
terms of t r a d e . In the absence of an in tegra ted formula incorporat ing 
a l l these elsfnents, d i f f e r o i t c r i t e r i a have been used and emphasised 
in d i f fe ren t s i t u a t i o n s involving a considerable amount ot subject ive 
and a r b i t r a r y judgement. As no w e i ^ t s are assigned t o di f ferent factor-
s and no spec i f i c method or formula developed for in t eg ra t ing these in 
an object ive model factors designed t o make care of consxaner i n t e r e s t 
Seem t o have received more a t t en t ion than producer oriented considera-
t i o n s . Though the formula method of f ixing prices has i t s own probleatns 
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arlslng frooi i t s mechanical nature and r ig idi ty , the need fur evolv-
ing a scient if ic method of se t t ing prices by weighing and integrating 
the various relevant factors in to a workable and objective model can-
not be under-emphasised. 
Public distr ibution of foodgrains, a major plank of price manar-
gement policy, has achieved considerable progress in terms of increase 
in the number of fa i r price shops and the population covered under the 
systtfn. But most of this coverage growth is i l lusory as the quantxim 
of foodgrains released through the public dis tr ibut icn system has not 
registered any significant increase over the years. Moreover, the 
urban population has been the major beneficiary of public distribution 
due t o heavy urban bias of the system as indicated by the quantit ies 
of foodgrains released in the rural and urban areas and the location 
of the fair price shops. Furthermore there i s l i t t l e just i f icat ion f9r 
the provision of subsidised food t o a l l categories of population 
i r respect ive of the s ize . 
The zoning policy under vAiich in te r - s ta te or inter-zone movement 
of foodgrains on private account has been res t r ic ted frcm time to time 
t o help in achieving distr ibutiohal equity between differ«it regions 
has done more harm than good. I t aggravated the in te r - s ta te price 
d i spar i t i e s during the period i t was in operation. The coefficient of 
i n t e r - s t a t e price variation have been found to be lower in the years 
Of free in t e r - s t a t e movement than in the years of large or single s ta te 
z ones. 
In a basically unstable agriculture l ike ours, where production 
i s s t i l l largely dependent on weather conditions, a foodgrains buffer 
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s tock provides an e f f i c i en t Instrument for moderating the short-term 
f luc tua t ions in food supplies and s t a b i i i s i n g foodqrains p r i ce s . The 
assumption of random.ness in f luctuat ion around the trend would 
suggest t h a t the surpluses and s h o r t f a l l s are o f f se t t i ng but such a 
balance between surplus and d e f i c i t s has r a r e ly been achieved so tha t 
buffer stocks cannot be b u i l t up from domestic producticxi a lone. 
Imports are e s sen t i a l not only for building the i n i t i a l s tocks but 
a l s o for meeting emergency s i t u a t i o n s of the type a r i s i n g from two 
or more consecutive years of poor crops as examplified by many years 
in Indian a g r i c u l t u r e . 
In the case of oi lseeds the need t o have a cen t ra l public sector 
agency equipped wLt.h adequate s torage processing and other f a c i l i t i e s 
t o undertake, on a continuing bas i s pr ice support as well as commercial 
purchases and sa les of oi lseeds and edible o i l s so as t o back up the 
o i l seeds development programme with an assured market. Further the 
expansion in the production of o i lseeds has t o be induced parimari ly 
through technological and i n s t i t u t i o n a l improvements vdth p r ice playing 
a complementary r o l e . 
Too frequent changes in sugar pol icy as has been the case during 
the l a s t f i f teen years , with fu l l con t ro l , p a r t i c a l cont ro l and de-
con t ro l chasing one another endlessly , must be avoided as they lead 
t o market d i s t o r t i o n s which benefi t ne i ther the consumer nor the 
indus t ry with the cane grower. Instead of switching off and on from 
one pol icy t o another as a means of dealing with p a r t i c u l a r s i t ua t i on 
t h a t may develop within the framework of any policy, the solut ion t o 
such s i t u a t i o n s should be found as far as poss ib le within the framework 
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of the adopted policy rather than throwing the policy overbroad and 
adopting a new policy. The major probl«n areas in sugarcane price 
policy are the integration of Jchandsari vdth the sugar mill industry, 
the formulation and implementation on a long term basis of a suitable 
p t i ce and distribution policy for sugar with a bui l t in mechanism for 
correcting any distortion that might creep in from time t o time, and 
devising a system for marketing of cane on q.uality basis, so that 
eacn individual cane grower gets a price for his cane v^ich is related 
t o i t s quality. 
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